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THE CYCLONE FURNACE 
Power-plant operators have been plagued for years by the expense and nuisance caused by fly 
ash and the community relations problems involved in its disposal. They have spent millions 


to keep fly-ash from reaching the atmosphere and, yearly, spend many additional millions in 
handling thousands of tons of troublesome, dusty fly-ash and paying for its removal. 


Today, the Cyclone Furnace completely solves this major problem: 





1, Most of the ash produced by burning the coal is changed 


to molten slag in the Cyclone Furnace. This slag is easy CYCLONE FURNACE BOILER UNITS 
to handle, has many uses, and often can be sold, represent- IN OPERATION 


ing an asset rather than a liability. Because there is so 
little ash in the gas leaving a Cyclone-Furnace-fired boiler, Number of 


it is often possible to eliminate precipitators. Where pre- Owner & Station Boilers Kilowatt Rating 
cipitators are used, they can be greatly simplified, because a , 12,000 
the designer can think in terms of pounds—instead of tons— Fisk 150,000 


Ridgeland 300,000 
of ash per hour. PUBLIC SERVICE CO. 
- . as ’ OF NORTHERN ILLINOIS 
Where local conditions may require use of precipitators in wee ' stnaae 
conjunction with the Cyclone Furnace, there is no need for Joliet 107,000 
: i of : NORTHERN INDIANA 
handling the fly-ash collected. It can, with simple equip- PUBLIC SERVICE CO. 
ment, be blown back into the Cyclone Furnace to be melted Michigan City 105,000 
: DOW CHEMICAL CO. 
down into slag. West Side Plont 30,000 
J " South Side Plant 60,000 
Through this one feature alone—by completely solving the fly ne 
ash problem—the Cyclone Furnace greatly improves plant opera- Sheboygan 60,000 
tions. But many other advantages, such as increased availability ag) Ecce _ 


through elimination of outage-causing equipment, simplified a oe 
operation through use of crushed coal, reduced cost of upkeep, South Amboy 62,500 
and higher thermal efficiency, also are obtained with Cyclone TOTAL UNITS IN OPERATION 1,042,500 


Furnaces. 








Many B&W Cyclone-Furnace-fired boilers are in operation, in 

various parts of the country, burning many different kinds of 

coal. The operating requirements and the design conditions 

for these boilers include most of the variations that can be 
expected in utility practice. We will be pleased to discuss with BOILER 
you the many ways in which Cyclone Furnace firing can be of § DIVISION 
benefit to you. : wen e 
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— lag has progressed from 
the status of a severe headache to an 
actual nightmare for public utility man- 
agement since the postwar inflation made 
necessary repeated applications for rate 
increases. Stated simply, regulatory lag is 
the period between the time a petition for 
a rate increase is filed and the time when 
rate relief is actually granted. 


THE problem of regulatory lag is es- 
sentially the problem of the Red Queen 
in Alice in JV onderland—running like 
mad simply to stay in the same relative 
position, and not lose any more ground. 
As operating expenses and taxes continue 
to rise, it often happens that by the time 
an actual rate increase becomes effective. 
on the basis of an original application, 
there is a further deficiency of earnings 
requiring an additional rate increase. And, 
assuming that the original application was 
filed on the basis of a then existing defi- 
ciency of earnings (below a reasonable 
return), it follows that the utility must 
continue to operate under a deficiency of 
earnings until the supplementary applica- 
tion can be acted upon. And so on and on, 
with the company owners always behind 
in the race to bring earnings up to a level 
of reasonableness. 


THE difficulty of the problem of regu- 
latory lag is the fact that its solution pre- 


ree 





G. M. BLACKSTOCK 





with the Codlitors 











HERBERT H. JACOBS 


sents a dilemma for the regulatory com- 
missions. If, for example, management 
attempts to anticipate the period of the 
lag by filing for a rate increase some 
months in advance of actual need, the 
criticism is made that the utility is not 
prepared to prove its case at the time it is 
filed, and that it is speculating on future 
trends, which may or may not perform 
according to expectations. Admittedly, 
this is a difficult position for management 
to maintain. 


THE other horn of the dilemma is pre- 
sented when management attempts to do 
nothing about the loss of required rev- 
enues during the expected period of pro- 
cedural delay in rate cases. Such losses 
then become irretrievable under the well- 
settled principle that past deficits cannot 
be recouped or capitalized, and that the 
reasonable rate fixed by the commission 
must be based on conditions obtaining at 
the time of supporting findings. 


ie utility rates are always fixed for 
the future, and not for the past, the 
old doctrine of “water over the dam’’ be- 
comes applicable. If this process of lost 
earnings through delay goes on long 
enough, the owner’s equity can deteriorate 
as the plant wears out over a period when 
proper earnings are not returned. Losses 
thus due to what is called “attrition” are 
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You may find 


a fresh approach... 





Tackling utility company problems daily .. . 
maintaining close and continued contact with 
the financial world gives us an understanding 
of the complex field of utility financing and 





investor relations which may be of help to you. 


A fresh approach to the problem you are 
now studying may be suggested by a talk with 
us. Call Public Utilities Department at Digby 
4-3500 or write us at One Wall Street. 


IRVING TRUST COMPANY 


ONE WALL STREET > NEW YORK 15, N. Y. 


Capital Funds over $123,000,000 Total Resources over $1,400,000,000 


WituraM N. Enstrom, Chairman of the Board 
RicuarD H. WEst, President 


Public Utilities Department—Joun F. Cuttps, Vice President in Charge 





MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 

















like the proverbial snows of yesteryear— 
gone beyond recall. 


THE leading article in this issue repre- 
sents an entirely new approach to the prob- 
lem of regulatory lag. It is based on the 
premise that the public is not entitled to 
an unfairly low rate on “borrowed time.” 
The author believes that the public should 
pay for this use of capital just as it pays 
for any other dedication of capital invest- 
ment made for its service by a utility 
company. The fact that recognition of so- 
called “transitional loss” has actually been 
worked out in a rate case, decided by a 
regulatory commission, lends authority 
and interest to the proposed solution. 


G. M. Biacxstock, QC, author of this 
article on transitional loss, was chairman 
of the Board of Public Utility Commis- 
sioners of the Province of Alberta during 
the long period between 1939 and 1953. 
He is now engaged in private practice, as 
well as teaching at the Banff School of 
Fine Arts, which is an extension depart- 
ment of the University of Alberta. Mr. 
BLACKSTOCK was born in Glasgow, Scot- 
land, and educated in the public schools 
of that city and of Edinburgh. After legal 
education at Glasgow University, he quali- 
fied for admission as a solicitor. He came 
to Canada in 1912 and was admitted as 
a barrister to practice in Medicine Hat, 
where he served as an agent for the at- 
torney general (equivalent to our district 
attorney). He was appointed King’s 
Counsel in 1928. 


* * * * 


ees H. Jacoss, whose article on a 
utility management workshop for the 
special training of executives begins on 
page 208, is associate director of the Util- 
ity Management Workshop of Columbia 
University. Educated at Cornell and 
Columbia universities, he also teaches in 
the latter university’s engineering de- 
partment and is engaged in industrial 
organization work with Dunlap and As- 


sociates. 
* * * * 


«panto EsSHLEMAN CONANT, of the edi- 
torial staff of the San Francisco Call- 
Bulletin, gives us a thoughtful contempo- 
raneous picture of the problems involved 


PAGES WITH THE EDITORS (Continued) 








JANE ESHLEMAN CONANT 


in keeping up with the dynamic growth of 
California, as far as public utility service 
is concerned. A graduate of the Univer- 
sity of California, she is the daughter of 
the late California Lieutenant Governor 
John M. Eshleman, who was at one time 
president of the California regulatory 
commission, now known as the public utili- 
ties commission. 
s+ * 


HAT do employees think about the 

company, their pay checks, super- 
vision, promotions? The secret opinion 
poll, taken by an outside agency, discloses 
valuable management facts (beginning on 
page 225). James H. Co.tins, profes- 
sional writer of Hollywood, California, 
tells the story of a checking operation of 
the popularity of a utility company’s man- 
agement with its employees. It contains 
some surprises, but on the whole the re- 
sults were reassuring. 


*k x x * 


F pees the important decisions pre- 
printed from Public Utilities Re- 
ports in the back of this number, may be 
found the following: 


THE Montana commission ignores the 
costs relating to the sale of gas appliances, 
as well as income from such sales, in de- 
termining natural gas rates. (See page 


97.) 


THE next number of this magazine will 
be out March 4th. 
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and SAVE 








The Electronic Sorter 


The Alphabetical Tabulator 
with Summary Punch 










Remington Rand punched-card equipment may be 
rented, purchased outright, or acquired — at a cost less 
than rental — through an easy Use-Purchase plan that 
builds up your equity with each monthly payment. The 
chart above shows how, after 100 monthly payments, 
you save 79.4% each year under this plan. And owner- 
ship means you have price stabilization. 

Also, ask your local representative about the money- 
saving procedures which are possible with modern Rem- 
ington Rand equipment. They are the results of over 
forty years experience in this field. 

For details on the two ownership plans, write for 
TM739 and TM757. Remington Rand, Room 1804 315 
Fourth Avenue, New York 10, N.Y. 





The Calculating Punch 






















The High-Speed Collator 






Coming IN THE NEXT ISSUE 


* 


CAPITAL COST AND FAIR RETURN. PART I. 


This is the introductory article to a series of three penetrating discussions of the con- 
troversial cost-of-capital concept in determining the fair rate of return in fixing utility 
rates. Dr. J. Rhoads Foster, noted utility economist and rate analyst, has probed to 
the very heart of the cost-of-capital concept, showing how the criticisms and diffi- 
culties which have arisen in the wake of certain Federal Power Commission gas rate 
decisions and other cases, go to the method rather than the use of the cost-of-capital 
factor in determining the return allowance. He shows how cost has different meanings 
for different purposes—accounting, engineering, financing, etc. He notes the limited 
validity of the capital attraction standard and relates the entire discussion to the funda- 
mental purpose of public utility rate regulation. In his forthcoming instalments, Dr. 
Foster will demonstrate the proper purpose and application of the cost-of-capital 
concept in fixing the return. 


PUTTING HUMAN RELATIONS RESEARCH TO WORK 


This article demonstrates the value of utility company practice in developing and im- 
proving employee relations. It was written by Robert E. Schwab, assistant manager 
of employee relations of The Detroit Edison Company. He describes a human re- 
lations research project which his company has been carrying on in collaboration 
with the University of Michigan. The purpose is to find out what the employees think 
of their jobs, superiors, and working conditions, and how they evaluate such things. 


MRS. TELEPHONE 


There is only one exchange manager in the entire broad service area served by the 
Mountain States Telephone & Telegraph Company who is a woman. The name of this 
lady with the unique occupation is Mrs. Madge Ulrich of the Glendale, Arizona, tele- 
phone branch office. It is a warm, human interest and success story which Henry F. 
Unger, professional writer of Phoenix, Arizona, tells about the lady exchange man- 
ager, who rose from the post of relief operator in 1927 on the basis of merit and 
achievement, gladly recognized by her superiors. 


* 


| Special financial news, digests, and interpretations of court and com- 
A SO ... mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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Late publisher. 
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Member, New York city law firm, 
Coudert Bros. 
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President, Southern California 
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Epitor1aAL STATEMENT 
The Wall Street Journal. 


CLIFFORD F. Hoop 
President, United States Steel 
Corporation. 


CEaoukdbe CE eke 


“There never was in the world two opinions alike.” 


—MOonrTAIGNE 





“The history of liberty is the history of government 
limitations.” 


> 
“If enough of us understand and can explain the 
situation we can reverse the trend toward Socialism— 
if not, the show is over.” 
- 
“Public relations is not publicity and it isn’t propa- 
ganda. It co-ordinates truth with understanding in such 
a way as to bring about public approval of an objective 


course.” 
a 


“The rather grim fact is that the American business- 
man is no longer the natural leader in his community. 
Like every other citizen, he should stand up and be 
counted.” 

. 


“How can industry expand and employ when it is 
hampered and hamstrung by government policies of 
interference which would be ridiculous if they were 
not so disastrous ?” 

> 


“There is no chance of ending the ‘chronic insolvency’ 
of the federal government until Congress reasserts 
effective control of federal spending as a first step to- 
ward tax reduction.” 

> 
... the growth of demand for electric energy re- 
flects, more completely than probably that of any other 
business or service, the growth of economic and busi- 
ness activity and the scale of living.” 


Ss 


“We have a Secretary of the Interior who knows 
that so-called ‘public power’ was really the build-up of 
a vast political machine designed to give the govern- 
ment a monopoly of industrial capital and return the 
Socialists regularly to office.” 


* 


“The American business world has learned something 
about economic cause and effect. It may be like the first- 
year medical student who fancies he has all the symp- 
toms to which he is being introduced. In time he learns 
the correct use of the knowledge that he gains.” 


* 


“Tf the local communities do not meet their respon- 
sibilities, surely the federal and state governments will 
step in, to a greater degree than they ever have. That 
would bring more centralized, remote-control govern- 
ing of our cities and counties than we have ever known 
or ever desired.” 
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THIS IS 
FEBRUARY 


And this is the SPECIAL ADVANTAGE STICKER 
which d of comp are using this month 
on the front cover of Electrified Industry. —> 








HE SPECIAL ADVANTAGES of your service 
include: Convenience, Flexibility, Instant Starts, 
Economy, Reliability, Cleanliness, Good Regu- 
lation, Ability to take Overloads, and the Co- 
operation and Advice on Electrical Problems 
which modern power companies offer. 


Each month by means of Electrified Industry, 
customers are reminded of you and of the 
SPECIAL ADVANTAGES of being on your 
lines. In addition they use your stickers to route 
your messages to additional readers. 


Some companies make up stickers which car- 
ry their own slogan (a good idea). Others have 
Reddy Kilowatt remind the readers that electric 
power is their willing servant. 
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ELECTRIFIED INDUSTRY ~~ Todays Biainess 


Martin Publications = 20 No. Wacker Dr., Chicago 6 





























1879-1954. For seventy-five years now, 
we have all been able to prosper by using 
Thomas A. Edison‘s greatest inventions, the 
electriclamp and distributed electric power. 


OHIO EDISON COMPANY 


Pass to 














Power salesmen make friends for your com- 
panies and add to your “net divisable.” Years 
ago they decided that they needed something to 
overcome the effects of the competitive power, 
diesel-and-steam, agin-the-utilities magazines 
that they found on their customers desks. They 
wanted something like Electrified Industry to 
tell the true story that electricity, properly used, 
is worth many times its cost. 


They wanted this magazine to make 21¢ calls 
for them in between the $5 and $10 calls the 
make in person. 


By using Electrified Industry they are able to 
maintain better-than-ever customer contact and 
increase the net revenue of their companies 
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REMARKABLE REMARKS— (Continued) 


“Reaffirmation of the rights of the several states to 
act in labor disputes is most necessary to combat the 
threat of pre-emption of the entire field by the national 
government, as indicated by the latest court decisions.” 


¥ 


“The federal government is doing too much, that it 
is costing the taxpayers too much money, that some 
decentralization is in order, that certain functions of 
government should be turned back to the states and 
localities. Until the states undertake the job, the federal 
government will still have to do it.” 


* 


“Probably the greatest internal danger to the economic 
growth of this country at the present time is the accel- 
erated trend of the past twenty years toward govern- 
ment-guaranteed security—an ever-magnified reliance 
by individual citizens upon the government—an attitude 
of dependence rather than independence.” 


¥ 


“The streets of our cities were built for the purpose 
of transporting people and merchandise and were never 
intended as parking areas for private automobiles. Only 
when laws are properly enforced, and new laws created, 
to discourage the use of private automobiles downtown, 
will we begin to solve the traffic congestion problem.” 

* 

“The govenment’s ability to subsidize is derived solely 
from its power to levy taxes and borrow money. The 
cost of the maze of federal subsidies already in exist- 
ence adds measurably to the fantastically high level of 
current governmental expenditures, and it is essential 
that this cancerous-like growth be removed from the 
economy at the earliest possible moment.” 


“The future manager of business should be ready, 
willing, and able to fight for his right to the power 
which he should swear to himself he will not abuse. 
He has but one choice in the future. He must be a ruler 
of free enterprise in a land of free men, or he will be 
a slave of political rulers in a land of tyranny. In that 
choice lies the future of business management, and 
within it lies the destiny of America.” 


. 


“There would be no problem in teaching our students 
about Communism, about Buddhism, or about any other 
subject if the students had learned how to think, how 
to organize all the many aspects of a problem so it 
could be seen in the whole and free of both bitterness 
and wishful thinking, how not to fall victim to labels 
which had one meaning many years ago and cannot 
possibly mean the same thing today.” 


¥ 


“The states which are jealous of the powers exercised 
by a growing federalism, should exercise more of those 
that they still have. I yield to no one in my belief in 
the orderly decentralization of some of the activities 
of our federal government. Yet, I get weary some- 
times at the static states’ righters who . . . want all 
this usurped power returned and yet are the first to 
complain when a federal subsidy is reduced or a pet 
project is discontinued.” 
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This announcement is not an offer to sell or a solicitation of an offer to buy these securities. The offering is made only by the Prospectus. 





January 27, 1954 





NEW ISSUE 


$60,000,000 
COMMONWEALTH EDISON COMPANY 


Gas Divisional Lien Bonds, 312% Series due January 1, 1979 











which bonds, as explained below, will become 


Northern Illinois Gas Company 


First Mortgage Bonds, 32% Series due January 1, 1979 








The bonds to be purchased by the Underwriters will be Gas Divisional Lien Bonds, 314% Series due January 
1,1979, of Commonwealth Edison Company (‘Edison Company’’). Such bonds will be issued and sold by the Edison 
Company to the Underwriters and the entire proceeds of sale will be received directly by the corporate trustee 
under the Edison Company’s existing mortgage. After such sale the Edison Company will transfer its gas and 
heating properties to Northern Illinois Gas Company (‘“‘Gas Company’’), subject (as to the gas properties) to the 
lien of the Indenture securing the Gas Divisional Lien Bonds, the Gas Company will assume such bonds, and the 
Edison Company will thereupon be released from all further liability thereon. The Gas Company having become 
sole obligor, the designation of the Gas Divisional Lien Bonds will be changed to ‘‘Northern IIlinois Gas Company 
First Mortgage Bonds, 314% Series due January 1, 1979,” and Bonds bearing the new designation will be executed 

: by the Gas Company in replacement of the Gas Divisional Lien Bonds. Accordingly, the Bonds delivered by 

the Underwriters pursuant to this offering will be Bonds, bearing the new designation, of the Gas Company. 


















Price 102% 


Plus accrued interest from January 1, 1954 





The Prospectus may be obtained in any state in which this announcement is circulated from only 
such of the undersigned and other dealers as may lawfully offer these securities in such state. 


The First Boston Corporation Halsey, Stuart & Co. Inc. Glore, Forgan & Co. 






Harriman Ripley & Co. A. C. Allyn and Company A. G. Becker & Co. 
Incorporated Incorporated Incorporated 
Blyth & Co., Inc. Central Republic Company Eastman, Dillon & Co. 
Incorporated) 
Goldman, Sachs & Co. Kidder, Peabody & Co. Merrill Lynch, Pierce, Fenner & Beane 








Smith, Barney & Co. Stone & Webster Securities Corporation 





Union Securities Corporation White, Weld & Co. Dean Witter & Co. 
Bacon, Whipple & Co. William Blair & Company Alex. Brown & Sons Clark, Dodge & Co. 
Hemphill, Noyes & Co. Hornblower & Weeks The Illinois Company 
















Lee Higginson Corporation Paine, Webber, Jackson & Curtis Wertheim & Co. 
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O MEET TODAY’S NEEDS, Allis-Chalmers is 
building transformers with capacities up to 
220,000 kva and others for 345-kv transmission. 
To be ready for tomorrow’s requirements, 
and to add to today’s design information, A-C 
designed and built the 600-kv unit shown 
below. Tested at design levels and then taken 
up to breakdown, this pioneering unit has been 


At right: Capable of operation on 600-kv transmission line now — 
possibly on 880-kv line in the future, this 5000-kva commercial-type 
power transformer proves that Allis-Chalmers transformer engineering 
is ready for tr ission voltages far beyond present levels. 








Major Developments|i 


Transformers for TODAY and TOMORROW 


rebuilt and is now available for testing future 
extra high voltage power transformers. 

This combination of practical experience and 
development work is your assurance that you 
can depend on A-C for transformers engineered 
to meet your requirements... all, of course, 
incorporating corona-free design for long, 
trouble-free insulation life. A-4264 


Below: Two 90,000-kva banks 
of load ratio control transformers 
on 230-kv lines of Southern Cali. 
fornia Edison Company. 











Equipment for Power: Water Conditioning equipment, chemi- 
cals and service .. . Steam and Hydraulic Turbines . . . Gen- 
erators . . . Condensers... . Steam Jet Air Ejectors . . . Power 
Plant Pumps and Motors.. . . Transformers . . . Circuit Break- 
ers . . . Switchboards and Control . . . Switchgear . . . Unit 
Substations . . . Utilization equipment. 

















sjin Power 


First Supercharged Generators 


By cutting generator size, supercharged 
hydrogen cooling permits smaller plant 








uture 















e and size, lower foundation and crane costs, 
/ you and smaller breaker and bus structures; 
ered now, maximum turbine-generator unit 
urse, ratings are not limited by mechanical de- 
ong, sign. A-C turbine generators built for 
A-4264 direct rotor conductor cooling have proved 


themselves in commercial service. The 
first of these — the world’s first super- 
charged unit — has established a 99.89% 
availability record during its two full 
calendar years of operation. And A-C is 
building a fully supercharged generator 
affording further economic advantages. 






banks 
ormers 
n Cali. 










Reversible Pump-Turbine Units 


Pioneered by Allis-Chalmers, reversible 
pump-turbines can solve some trouble- 
some peak load problems. They do this 
by reducing the amount of equipment 
formerly needed for pumped storage op- ~ 
eration; the single unit operates alter- 
nately as a turbine-generator and as a 
motor-driven pump. One 20,000-hp pump- 
turbine is now in operation, and four 
others are in production, with turbine 
ratings ranging from 12,650 to 120,000 
hp. The latter will combine the world’s 
largest motor, with a rating of 102,000 hp, 
and the largest Francis turbine ever built. 




















Multi-Steam-Path Condensers 
Allis-Chalmers is supplying six 100,000 sq 
ft surface condensers for the 2,200,000 
kw of added private utility capacity being 
provided for AEC’s Ohio diffusion plant. 
A-C multi-steam-path condensers have foe x 
consistently helped to cut power costs. aa Nai Pa 
With 60 years of experience building over oe MY ee 
13,000,000 sq ft of condenser capacity, 
A-C has the proven engineering and manu- 
facturing facilities to build the largest 
condensers that might be required. 


ies 


CHALMERS 








































For more informa- — 
tion, contact your 
tearby A-C re: 





This machinist is “miking” a disc for one of the largest butterfly valves ever 
built — 192” diameter. Newport News built 3 such valves, each weighing 446,000 
lbs., for the Ross Power Plant, Skagit Project, Department of Light, City of 
Seattle, Washington. Designed for a water flow of 3,620 cu. ft. per sec., and a 
hydrostatic pressure of 290 psi., these valves were shop tested by Newport News 
at 450 psi. They are hydraulically operated with oil at 1,500 psi. pressure. 





Bath of « 200-ton /iii/! 


This disc for a 16-foot butterfiy valve reflects two basic advantages 
of Newport News fabrication... 


First, it exemplifies the careful attention Newport News crafts- 
men give to every detail. And secondly, it attests to the quality with 
which Newport News produces in massive equipment for public 
utilities and allied industries...due to Newport News’ high inte- 


gration of skill and production facilities. N EWPOR 


Additional advantages accrue to customers from extensive work 
conducted in Newport News’ testing laboratories on problems re- NEWS 


lated to water power equipment. 





Avail yourself of the engineering talent, along with the special- Shipbuilding and 
ized production techniques and the skill of Newport News crafts- Dry Dock Company 
men operating vast steel fabricating shops, five huge machine shops, Newport News, Virgini 
drop forging and die facilities along with acres of brass, iron and 
steel foundries. 


Let us bid on equipment for your present or future projects. 
If you are not familiar with the way Newport News can help you, 
write for our illustrated booklet entitled “Water Power Equipment” 
...it’s yours for the asking. 
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>». Every feature of a Q-Panel is a 

desirable feature for powerhouse 
construction ... which explains why Q-Panels 
have captured the powerhouse market. 

Q-Panels go up fast—50 sq. ft. in 9 minutes. A 
small crew quickly attaches the panel to the steel 
framework. Little blocks don’t pile up fast. It’s 
much quicker to hang a wall than to pile it up. 

Q-Panels provide a maintenance-free exterior; 
they are available in a variety of materials for 
exterior finishes, depending on their availability 
at time of ordering. 

A Q-Panel is an insulated metal sandwich, only 
3” thick but with insulation value greater than a 
12” masonry wall. 

The striking fluted surface of Q-Panels is nowa 
familiar sight on powerhouses from coast to coast. 


Northern Virginia Power Co., Riverton, Va. Ee 
Designed and built by Sanderson & Porter, Inc. Chapman, Evans 
& Delahanty, Associate Architects. 


Write for Q-Panel Catalog 


H. H. ROBERTSON CO. 


Factories in Ambridge, Pa.; Hamilton, Ontario; Ellesmereport, England. 
2404 Farmers Bank Building % Offices in ALL Principal Cities 
Pittsburgh 22, Pennsylvania ‘ in the U.S.A. and Canada 

World-Wide Building Service 


lowa Public Service Co., Eagle Grove, lowa 
Designed and built by lowa Public Service Tennessee Valley Authority Watauga Project Note clean, quick, dry, safe, 
Engineers and J. F. Pritchard & Co. Elizabethton, Tenn. curtain-wall construction. 


EE LOPPP _ 





ls communication 


really working 





Wha hua > ELECTRIC 


® 


A complete line of communication 
equipment for the power industry: 


P-A-X Business Telephone Systems 


Lenkurt Carrier Telephone 
and Telegraph Systems 


Lenkurt Microwave Radio 
Communications Equipment 














for you? 


A. you getting all the economies, all 
the operating efficiency, that modern 
communication facilities can give you? 


Just ask your communications superin- 
tendent! 


Ask him about P-A-X Business Tele- 
phone Systems—the modern automatic 
telephone systems now owned and used 
by 70 of the leading power companies in 
the country. Ask him about “carrier” 
and about “microwave” radio—the eco- 
nomical ways to extend communication 
channels where you need them, when 
you need them, without costly wire-line 
construction. . . . Ask him to tell you 
about Automatic Electric Company. 


Communications men throughout the 
power industry know Automatic Electric 
as the makers of P-A-X Business Tele- 
phone Systems. With P-A-X, many power 
companies are discovering efficiency un- 
imagined befare—simply by separating 
their load of “inside” telephone calls 
from their volume of outside calls—by 
handling all “internal” communication 
over a separate system of P-A-X auto- 
matic telephones! And when P-A-X Sys- 


tems are connected by microwave and 
carrier channels to link stations along 
the line, these same efficiencies are in- 
creased many times! 


Originator of the automatic dial tele- 
phone system, Automatic Electric has a 
background of sixty years’ experience in 
communication. Here is an organization 
of communication specialists, ready to 
work with your organization—to make 
communication work for you, as it is 
doing for many others! 


Your communications officials probably 
know the Automatic Electric representa- 
tive; or just call us at HAymarket 
1-4300 in Chicago. 


Widespread 
operations of a 
leading oil company 
are knit together 

by a P-A-X 
Business Telephone 
System. Write for 
your copy of the 
illustrated 12-page 
result story. 


<p ELECTRIC | 
AUTOMATIC Ry. ELECTRIC 


® 
Mekers of Telephone, Signaling ond Communication Apparatus . . . Electrical Engineers, Designers and Consultants 


Distributors in U.S. and Possessions: 
Automatic Electric Sales Corporation . . . 1033 West Van Buren Street, Chicago 7, U.S.A. 
In Canada: Automatic Electric Sales (Canada) Limited, 26 Hollinger Road, Toronto i3, Ontane 
Export Distributors: International Automatic Electric Corporation, Chicago 











WORLD’S HIGHEST-VOLTAGE SHUNT CA- 
PACITOR BANK at Bonneville Power Admin- 
istration’s Albany, Oregon substation. View 
shows one of the two outdoor open rack-type 
capacitor banks, rated 16,200 kvar, 124 kv. 





G-E High-Voltage 


UTILITIES INSTALL MORE 








FIRST HIGH-VOLTAGE BANK completely supplied by General Electric ONE OF MANY BANKS installed on Ohio Edison Co., 
is installed on the system of Appalachian Electric Power Co., Logan, high-voltage lines. This open rack-type installation, at 
W. Va. This Pyranol* capacitor bank is rated at 9900 kvar, 46 kv. Port Clinton, Ohio, supplies 5250 kvar, is rated 34.5 kn 








Approximate total in- : ae y 
stalled megavars in 
high-voltage shunt ca- a : 
a 
a 
a 
7 


pacitor banks vs. years 


ROWING POWER NEEDS of New England Electric System 4946 1948 «1950 1952 1954 


¢ being met economically by installations such as these two . S 
anks of 21.6-kv capacitors located at a distribution substation. ee ea 


apacitor Banks Cut Transmission Costs 


HAN 800,000 KVARS SINCE G-E PIONEERED FIRST COMPLETE BANK IN 1948 


gineer will be glad to work with you in determining what 
portion of your increased load can be economically sup- 
oltage lines. Although less than five high-voltage capac- plied by capacitors. Call your nearest G-E Apparatus 
ior installations were in existence before 1948, today Sales Office, or write General Electric Co., Section 441-5, 
ore than 100 banks have been installed, and at voltages Schenectadv 5, N. Y. 

s high as 124 kv. By improving voltage levels and reduc- 

ng power losses, these banks provide for the transmission 

{ larger blocks of power. Also, the banks are used to 

upply kilovars for unloading transmission and generat- 

ng equipment where customers draw large amounts of 

‘ilovars from the system at subtransmission voltages. 


| 
i 


lore and more utilities are installing capacitor banks to 
educe voltage drop and to cut power losses on high- 


ince pioneering early high-voltage installations, General 

lectric has supplied a majority of the 800,000 kilovars 

nstalled at voltages above 15 kv. The unequalled design 

snowledge thus gained enables General Electric to supply 

omplete banks for your specific applications, whether 

ee field assembled or factory assembled “‘building- = 

i a WORLD’S HIGHEST-VOLTAGE ENCLOSED BANK (66 kv) sup- 
Ht will pay to re-evaluate the use of capacitors on all plies 5950 kvar on Florida Power Corporation system. Blocking 
parts of your system. A General Electric application en- reactors in installation prevent attenuation of carrier signals. 


Reg trade-mark of General Electric Co: 
Cl can foul your confidence mn 





Kinnear Rolling Door: 


Eg 


The only type of door with all these 


.COST-CUTTING FEATURES 


All overhead space remains clear for hoist, crane, conveyor 
equipment or other superstructure with Kinnear Rolling Doors. 
No floor space is lost on either side of a Kinnear Rolling Door 
. .. Since they open straight upward. Light from overhead fix- 
tures is never obstructed . . . Kinnear Rolling Doors coil com- 
pactly, directly over door lintel. Edges of steel curtain are 
locked securely in tracks from floor to lintel, insuring a secure 
closure and providing extra protection against fire, the elements 
or intrusion. Kinnear’s smooth upward action is ideally suited i 
to time-saving motor operation. Kinnear Motor Operators do Kinnear Steel Rolling 
the job. Low maintenance cost . . . Kinnear’s interlocking steel a and ROL-TOP Doors are 


slat curtain lasts longer, but permits individual slats to be re- m+ heavily galvanized as 
: per A.S.T.M. standards 














placed if accidentally damaged. Lia ] to provide a long-last- 
ing weather-resistant 
surface. Special Kin- 
near paint bond pro- 
vides for easy painting 
and complete paint 
adhesion. 


Kinnear Steel ROL-TOP doors of strong, 
all-metal sections combine the advantages 
of space-saving upward action with easy 
adaptability for use with glass. Any num: 
ber of sections may be designed to provide 
for glass lights of any size, Kinnear ROL- 
TOP Doors open smoothly and easily on 
ball bearing rollers, and are built in a full 
range of sizes for manual, chain or motot 
operation. 


The KINNEA i ; 
oa annenmneriay Xe INNEAR 


FACTORIES: 
1742 Yosemite Ave., San Francisco 24, California 





Saving Ways in D 
Offices and Agents in All Principal Cities UE 























FEBRUARY-MARCH 





Thursday—18 


Pennsylvania Electric Asso- 

ciation, Systems Operation 

Committee, begins meeting, 
Johnstown, Pa. 


Friday—19 


Controllers Institute of 

America begins southern 

conference, New Orleans, 
Ea: 


Saturday—20 


Southwestern Association 

of Advertising Agencies 

ends 3-day annual conven- 
tion, Houston, Tex. 


Sunday—21 


National Electrical Manu- 

facturers Association will 

hold spring meeting, Chi- 

cago, Ill. Mar. 8-11, Ad- 
vance notice. 





Monday—22 


Mid-West Gas Association 

will hold annual meeting, 

Des Moines, Towa. Mar. 
15-17. Advance notice. 


Tuesday—23 


Texas Telephone Associa- 
tion will hold annual con- 
vention, Forth Worth, Tex. 
Mar. 15-17. Advance notice. 


Wednesday—24 


Louisiana Telephone Asso- 
ciation begins annual con- 
vention, New Orleans, La. 


Thursday—25 
Annual National Adequate 


Wiring Conference begins, 
Chicago, IIl. 


g 





Friday—26 


Public Utilities Advertising 

Association, Region I, ends 

2-day meeting, Montreal, 
Quebec, Canada. 


Saturday—27 


American Concrete Pipe 

Association ends 3-day an- 

nual convention, San Fran- 
cisco, Cal. 


Sunday—28 


American Water Works 
Association, Illinois Sec- 
tion, will hold annual meet- 
ing, Chicago, Ill. Mar. 
17-19. Advance notice. 


MARCH 


Monday—1 


American Society for Test- 
ing Materials begins spring 
meeting, Washington, D. C. 








Tuesday—2 


Kentucky Independent Tel- 

ephone Association begins 

annual convention, Lexing- 
ton, Ky. 





Wednesday—3 


Southeastern Electric Ex- 
change will hold annual 
meeting, Boca Raton, Fla. 
Mar. 22-24. Advance notice. 





Thursday—4 


Pennsylvania Electric Asso- 

ciation, Relay Committee, 

begins meeting, Philadel- 
phia, Pa. 





Friday—5 


Canadian Electric Associa- 

tion, Western Division, ends 

5-day meeting, Winnipeg, 
Manitoba, Canada. 


@ 














Courtesy, Michigan Gas Storage Company 


Winter Scene of Pipeline Welding 


Natural gas pipeline construction continues despite low 
temperatures on the Michigan peninsula. 
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Transitional Loss Allowance—Cure 


For Regulatory Lag? 


Ever since the postwar inflation began to make public utility rate 


increases more and more freque 


and necessary, the regulatory 


problem of catching up with the lag in the rate case has been a 

serious matter. Large public utility companies have estimated losses 

running into millions of dollars because of the delay between the 

time a petition for a rate increase is filed and the time when in- 

creased rates can go into effect. Here is the viewpoint of a Canadian 

regulator, who decided to do something about the matter and whose 
decision stuck. 


By G. M. BLACKSTOCK, QC* 
FORMER CHAIRMAN, BOARD OF PUBLIC UTILITY COMMISSIONERS, 
PROVINCE OF ALBERTA 


HE Board of Public Utility Commis- 
sioners of the Province of Alberta 
derives many of its jurisdictions and 
powers from The Public Utilities Act, and 
in that statute we find two simple words 
well known to courts, to public utility com- 
panies, to regulatory bodies and commis- 


*For additional personal note, see “Pages with 
the Editors.” 


sioners, to municipal officials, and to others 
concerned with rates and rate making. 
Those two words are “just” and “reason- 
able” and are found conjoined with the 
generic term “rates.” 

Much has been said and many words 
have been written concerning the con- 
notation and interpretation of those ap- 
parently simple words, which are of 
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vital importance to utility companies in 
particular, and in general, it is hoped, 
to regulatory bodies and to those who 
use and enjoy utility services. The lat- 
ter, however, are not particularly inter- 
ested in the justice and reasonableness of 
rates but are concerned mainly with the 
total of the monthly bill. If rates, and con- 
sequent monthly bills, go up, no matter for 
what reason, there is an outcry that the 
rates are unfair and the public drum is 
usually beaten loudly and long by a press 
which unfortunately is not seized of the 
facts. 


- the writer’s early days as chairman of 
an administrative board he searched 
for an authoritative statement of what 
constituted just and reasonable rates and 
for the application thereof to rate making. 
The pronouncement made by Mr. Justice 
Swayze in the Passaic gas case, appealed 
to the writer with much force in that it 
seemed not only, in itself, just and reason- 
able, but completely conclusive. The 
learned justice said: 


On the one hand, a just and reason- 
able rate can never exceed, perhaps can 
never equal the value of the service to 
the consumer. On the other hand, it can 
never be made by compulsion of public 
authority so low as to amount to con- 
fiscation. 


A somewhat similar test was laid down 
by the Supreme Court of Canada in the 
case of Edmonton v. Northwestern Utili- 
ties, Limited, 1929 SCR 129: 


The duty of the board was to fix fair 
and reasonable rates, which under the 
circumstances would be fair to the cus- 
tomer on the one hand, and which on 
the other hand, would secure to the com- 
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pany a fair return for capital invested. 
By a fair return is meant that the com- 
pany will be allowed as large return on 
the capital invested in the enterprise 
(which shall be net to the company) as 
it would receive if it were investing the 
same amount in other securities possess- 
ing the same attractiveness, stability, 
and certainty, equal to the company’s 
enterprise. 


These judicial pronouncements, while 
complete and perhaps unanswerable, do not 
afford a guide in their applicability to the 
problems which beset administrative and 
regulatory boards, which is quite another 
story. Theory and practice do not always 
coincide. 


HAT are the various factors which 

must be considered, weighed, and 
tested before the quasi judicial answer can 
be formulated? The judicial pronounce- 
ment may afford some aid to the admin- 
istrative board. If, however, one factor in 
the equation is missing then the answer 
fails to reach the proper desirable stand- 
ard. It must be assumed, since the ghost 
of Smyth v. Ames has been laid, that regu- 
latory bodies are free to compile and com- 
pute the various factors which lead to rates 
which are just and reasonable, in such 
manner as may seem just to them. 

Fair value so-called, reproduction cost 
new, original cost, or prudent investment, 
or a combination or a variation of them, 
must produce divergent results, but so long 
as the method is blessed with judicial sanc- 
tion in that there is no confiscation no one 
can be heard to complain. Depreciation, 
or as it should be called in rate making, 
amortization or recapture of capital, is 
subject to the judgment or even to the 
whim and caprice of the individual board; 
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the rate of return may be fixed by refer- 
ence to indices of various kinds or may 
even be pulled out of the air; estimates of 
cost and of commodity consumption may 
be and generally are reasonably accurate, 
even if regarded by opposing interests 
with gloomy suspicion, but so long as the 
test of confiscation is not violated—why 
all is well. 


HESE various factors used or abused 

as they may be make up one side of an 
equation which does not always justly 
equate. One missing link in the chain 
(overlooked in the past) is that which has 
become known as “the time lag.” Nothing 
can be more unfair to utility companies 
than failure to recognize the serious effect 
upon revenue which time lag unfortunate- 
ly but inevitably imposes on them between 
the date of an application for rate revision 
and the date when the board’s decision 
brings new rates into effect—assuming, of 
course, that rate revision upwards is war- 
ranted by the evidence. The transitional 
period is often for one reason or another 
unduly long. The utility knows from its 
profit-and-loss account and its rate of re- 
turn on its rate base that rate revision is 
warranted, but the preparation of material 
for presentation to the administrative body 
may take weeks or even months. The re- 
spondents require time for the preparation 
of their material—counsel are retained 


q 


& 


elsewhere—important expert witnesses 
must have ample time to formulate their 
views, and are only available to give evi- 
dence at times which will accord with other 
engagements. 

These examples can be multiplied ad 
nauseam but the fact that the applicant, in 
the meantime, is short of required revenue 
is always overlooked. It must never be for- 
gotten that public service bodies under 
regulation have either a statutory or an 
implicit right to earn a specified rate of 
return on a rate base, irrespective of how 
that rate base is computed, and that such 
bodies should not be deprived of that right 
merely because of defects in the regulatory 
process. 


i bon writer’s board adopted what might 

be called an administrative expedient 
many years ago, in an endeavor to mini- 
mize time lag. Perhaps the expedient was 
neither new nor novel. However, experi- 
ence had demonstrated that in addition to 
the events causing delay referred to above 
counsel time after time would seek an 
adjournment, simply because they were 
not in a position to cross-examine a tech- 
nical witness, without consultation with 
their clients and their own expert wit- 
nesses. That is, of course, fair enough, but 
in the meantime the lag keeps on lagging 
and the applicant company continues to 
suffer revenue loss. The expedient devised 


“NOTHING can be more unfair to utility companies than failure 
to recognize the serious effect upon revenue which time lag 
unfortunately but inevitably imposes on them between the date 


of an application for rate revision and the date when the 
board’s decision brings new rates into effect—assuming, of 
course, that rate revision upwards is warranted by the evi- 
dence. The transitional period is often for one reason or 


another unduly long.” 


203 
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by the writer, completely exasperated by 
all of these varied reasons or excuses for 
delay, of ordering exchange of technical 
material between the various parties on 
specified dates prior to the commencement 
of the hearing, helped to speed things 
somewhat, but did not afford a realistic 
solution to the utilities’ financial problem 
involved in the over-all lag. 


> question came into sharp focus 
in Re Canadian Western Natural Gas 
Company Limited in 1948. That company 
purchases natural gas extensively from 
fields which it does not own or control, 
and was faced with an increase in the 
wholesale price effective on September 15, 
1948. The company had previously ab- 
sorbed an increase in the wholesale price 
but the cumulative increase amounted to 
3 cents per MCF, to which had to be added 
the sharp advance in capital costs and in 
maintenance and labor costs. Application 
was made to the board on September 15, 
1948, for rate revision but by reason of 
unfortunate delays the hearing did not 
commence until January 12, 1949, and on 
January 13th (on application of consumer 
interests) was adjourned until January 
31st. 

When granting the adjournment the 
board, in an oral unrevised pronounce- 
ment but after some deliberation, said in 
part: 


. if they (7.e., the applicants) make 
out a case for an increase and if that 
increase is granted, then to that increase 
there is to be paid the loss for the period 
from fifteenth of September until the 
effective date of the new order. ... The 
gas company is not to be under any 
loss from the fifteenth of September 
until the new order goes into effect. 
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The hearing continued intermittently 
until its conclusion on March 1, 1949, with 
the usual hundreds of pages of transcript 
and voluminous exhibits. It should be 
pointed out that this hearing was only the 
first stage in the proceedings and was con- 
fined entirely to the question of ‘“‘required 
revenue.” When that phase had been de- 
termined it then became the duty of the 
utility (as the board thinks) to formulate 
new rate schedules for presentation at a 
further hearing for final determination. 


jie board has many and varied juris- 
dictions calling for substantial time, 
deliberation, and unfortunately miles of 
travel in a far-flung province. It was soon 
apparent by reason of extended time lag 
that transitional loss must accumulate for 
a long period of time unless some interim 
and partial solution could be found. The 
board’s findings as to rate base and matters 
collateral thereto were ready for delivery 
by the beginning of June and the utility 
company was advised thereof and was in- 
vited to prepare interim rate schedules 
based on these findings. The company com- 
plied and after a brief hearing following 
upon delivery of the interim rate schedules 
to all parties in opposing interest these 
schedules were approved by the board in 
its decision of June 22nd. 

As it happened the permanent sched- 
ules approved on December 2, 1949 (after 
a prolonged hearing), were so substantial- 
ly in agreement with the interim schedules, 
that very little if any further calculation 
of transitional loss was required. 


H™ we have a case, where transitional 
loss was suffered by the utility from 
September 15, 1948, until July 1, 1949, 
almost all due to time lag, and had it not 
been for the remedial interim procedure 
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Low Rates on Borrowed Time 
a matters not whether a utility company under regulation, affording 
service to the public, be big or small, elapsed time should not become 
an instrument of oppression on the utility nor should elapsed time afford to 
consumer interests, rates which are lower than are warranted by financial 
facts. In unregulated industry, manufacturers, jobbers, and wholesale changes 
in price levels are reflected on retailers’ shelves in a matter of hours.” 





adopted by the board that loss would have 
continued until January 1, 1950. It mat- 
ters not whether a utility company under 
regulation, affording service to the public, 
be big or small, elapsed time should not 
become an instrument of oppression on the 
utility nor should elapsed time afford to 
consumer interests, rates which aré lower 
than are warranted by financial facts. 

In unregulated industry, manufacturers, 
jobbers, and wholesale changes in price 
levels are reflected on retailers’ shelves in 
a matter of hours. Does regulation mean 
that public service companies under 
regulation must suffer from the defects 
of regulatory process and must the 
user of utility: services secure fortuitous 
benefits arising from the same cause? If 
that is an accurate postulate then the regu- 
latory process must come within that ap- 


praisal of the law suggested by the novel- 
ist Charles Dickens when he caused Mr. 
Bumble to say, “The law is a ass, a idiot.” 


thee board should not attempt to as- 
sess or place the blame for the time 
lag in the instant case, but must ascribe 
that lag entirely to the regulatory process 
and must accept its own due share of the 
fault. The board in this case found a 
remedy which is comparatively simple but 
which when applied in other cases might 
become complex according to circum- 
stances but, in spite of circumstances, the 
same remedy can be advocated by counsel, 
accountants, and engineers and in the in- 
terest of justice should be applied in all 
cases by administrative bodies. 

Perhaps the simplest way of demon- 
strating the board’s solution is to quote 
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from its decision of December, 1949, 
when it said in part: 


It remains to compute and allow 
transitional loss sustained by the com- 
pany during the transitional period from 
fifteenth of September, 1948, until the 
end of June billing period 1949... . 
The company has submitted to the board 
details of mcr of gas delivered in such 
transitional period as being: ) 


Domestic 6,722,150 


Commercial 4,027,408 
7,265,900 


18,015,458 


Industrial 


and has given the average rate during 
the transitional period as: 
Domestic 


Commercial 
Industrial 


Average for all McF 


The average rate for all of the year 
1948 is somewhat less, being 20.59 cents 
per McF, but the board thinks it just 
and reasonable to accept the former 
figure as the basis for this computation. 

Estimated total sales as presented by 
the company at the hearing for the years 
1949 and 1950 were: 


20,306,000 mMcF 
20,572,000 mcF 


40,878,000 mcr 


The transitional loss is therefore com- 
puted as follows: 


Allowed revenue 1949 and 1950 $9,384,447 


Estimated sales in Mcr 1949-50. 40,878,000 
Average rate—based on above . 22.96¢ 
Average rate during transitional 

i 20.89¢ 


2.07¢ 


Transitional Loss 


Sales Sept. 15, 1948, to June 
30, 1949, mcF 


18,015,458 mcr x 2.07¢ 
FEBRUARY 18, 1954 


18,015,458 
$372,920 


. .. Owing to the fact that the transi- 
tional period has now been extended by 
reason of this decision having been de- 
layed longer than was expected the 
transitional loss has been increased as 
above and the board considers that its 
recovery should be spread over a period 
of five and one-half years payable $32,- 
920 in the year 1949 and $68,000 in each 
of the years 1950 to 1954 inclusive. The 
board considers that the total transi- 
tional loss should be added to the rate 
base and as annual recoveries are made 
as above the rate base will accordingly 
be reduced. 


'’ effect the board said that the utility 
was entitled to earn the difference be- 
tween the average of the old rates and the 
average of the new rates multiplied by the 
volume in McF of gas sold during the 
transitional period, and that since retro- 
active rates are impracticable (if indeed 
not forbidden by statute), justice to the 
utility required that the quantum of the 
loss be capitalized as indicated. 

This principle of recouping loss occa- 
sioned by time lag laid down by the board 
in 1949 is now accepted in this province 
as a fixed principle of public utility law. 
The same principle was applied by the 
board in the Northwestern Utilities Case 
in 1952, where a somewhat similar time 
lag occurred between the date of applica- 
tion for revision and the effective date of 
the new order. In that case the final com- 
putation of transitional loss was arrived 
at by using the same factors as were used 
in the Canadian Western Case and was 
accepted without question by all parties be- 
fore the board. (See Pusiic UTILITIES 
FORTNIGHTLY, August 28, 1952, page 
324.) It should be pointed out, however, 
that this principle cannot be applied in the 
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case of a utility coming under regulation 
for the first time. It is only justified when 
new rates and the antecedent rates have 
been fixed by a regulatory body. 


HAT the board did was to introduce 

an apparently new principle into rate 
making, just as courts of equity through- 
out the centuries endeavored to formulate 
and apply principles which could and did 
remedy that wherein the common law 
erred. It seems to the writer that regula- 
tory bodies should seek methods and prin- 
ciples which will militate against the 
harshness and inequity which time lag im- 
poses on utility companies without, at the 
same time, placing undue burdens on con- 
sumer interests. To quote Mr. Justice 
Swayze again, “Justice to the consumer 
would require a rate somewhat less than 


the full value of the service to him!” That 
pronouncement remains true and correct, 
so that if transitional loss, properly com- 
puted, is added to the utility rate base and 
is amortized over an appropriate number 
of years, there is no injustice to the con- 
sumer. 


Eden proper and correct application of 
this new principle should assist in 
preserving the financial integrity of utility 
companies, while to the consumer the im- 
pact can be measured only in fractions of 
one mill per mcr. Can anyone assert that 
such procedure results in unjust and un- 
reasonable rates? The writer’s considered 
opinion is that the remedy applied in the 
two cases referred to is in strict con- 
formity with the statute whence the board 
derives its powers and jurisdiction. 





Unscrambling Socialistic Eggs 


4 gy Brienne report that the British government has received 

requests to buy almost three times the amount of stock 
offered in United Steel Companies, Ltd. This company is one of 
the ‘big seven’ steel producers nationalized by the former Labor 
government of Britain, all of which the present government wants 
to return to private ownership. 

“For this particular company the government is offering 
$14,000,000 shares to the public. In twelve days it has received 
52,000 applications seeking to purchase a total of 40,000,000 
shares. As a result, the government is going to have to prorate 
the offering, giving preference to the former shareholders who 
were forced to sell out to the government... . 

“One of the little dogmas of the Socialists, and one too easily 
accepted by their opponents, has been that Socialism is a one-way 
street. The theory has been that once a Socialist government 
expropriated industry there would be no practical way of undoing 
it, even if nationalization proved a failure and the program was 
rejected by the electorate. It was a theory summed up by the late 
Sir Stafford Cripps with the remark that “you can’t unscramble 
eggs.’ 

“Well, the British people found that nationalization was not 
such a savory dish after all and the British government is finding 
it not impossible, though it will certainly be difficult, to unscramble 
some of the Socialist eggs.” 

—EDITORIAL STATEMENT, 
The Wall Street Journal. 
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Creative Technique in Executive 
Development 


This is the story of a utility management workshop— 
a program for special training of executives—which 
grew out of an idea of industrial leaders who ap- 


proached a Columbia University professor with a 
proposal that some such special sessions be developed. 


By HERBERT H. JACOBS* 


The Problem 


HE principal asset of any organiza- 

tion is its people. People keep the 

boilers fired, the machinery working, 
the customers happy, and the bills paid. 
The effectiveness of any enterprise can 
always be measured in terms of the accom- 
plishments of its people: their individual 
performances and their collaborative 
abilities. 

Yet within any ordinary American 
community, one sample of, say, 100 or 
perhaps 1,000 people selected at random 
will be about the same as another sample. 
Some people will be bright, some dull; 

*Associate director, Utility Management Work- 


shop, Columbia University. For additional personal 
note, see “Pages with the Editors.” 


FEBRUARY 18, 1954 


208 


some will be zealous and loyal, some cun- 
ning and petty; some will have serious 
personal or family problems; some will 
be ever-smiling. The mean level of abili- 
ties will be about the same and so will 
the range of individual characteristics. 
What, then, is it that makes one organiza- 
tion succeed where another fails? What 
makes one company prosper and expand 
while another remains stagnant and in 
peril? 

The answer must lie in the relatively 
small group of leaders or executives who, 
in the end, make organizations function. 
Without them, there can be no directed 
action, no homogeneity of purpose. They 
lay the plans, take the risks, make the de- 
cisions, prophesy the future; they trans- 








late policies into plans, plans into action, 
action into accomplishment; they design 
and administer the organizational units, 
large and small, which make possible the 
vital elements of task specialization and 
integrated effort. They attend to the 
needs of their people while insuring that 
their people serve the needs of the 
organization. 


The Utility Management Workshop 


ay playing their organizational rdles, 
they extend their own powers by mak- 
ing effective use of the minds and labors 
of others. 

Real executive talent is not common. 
To function effectively in an executive 
capacity, a man must display a wide 
assortment of skills in his relationships 
with others. These relationships will be 
of superordinate, subordinate, and co- 
ordinate nature; a variety of roles which 
are hardly complementary. He must be 
a leader who need not rely on the formal 
powers which have been invested in him. 
He must be a follower who need not be 
led. He must be able to follow through 
the ideas of his superiors, capable of origi- 
nating ideas of his own, and willing to 
listen to and accept with credit, the ideas 
of his subordinates. 

He must be a shrewd decision-maker. 
He must have a sound intuition for 
strategy, tactics, play, and counterplay. 
He must know when to probe, when to 
feint, when to spar, when to jab—and 
when to slug. He must maintain a clear, 
ordered picture of goals and subgoals. He 
must display the necessary initiative and 
imagination to ferret out alternative 
means and plans. He must evaluate these 
alternatives accurately, surmise the risks, 
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the costs, the probable gains and losses. 
He must use this talent to make the de- 
cisions which have to be made when they 
have to be made. Having decided, he must 
feel the responsibility involved—yet be at 
peace in it. 


Hs social perception must be sensitive 
enough to maintain the respect of 
those with whom he must deal on a day-in, 
day-out basis. He must be adroit in com- 
municating with others, while himself re- 
maining open to communication. He must 
welcome the challenge in competition with 
his executive colleagues, yet be secure 
enough to live in a competitive situation. 
There are innumerable other personal 
qualities which a good executive should 
possess. If those were all definable quali- 
ties, they would include, among other 
things, his physical characteristics, per- 
sonality make-up, and intellectual abili- 
ties. Articles and speeches have been 
written which describe what an executive 
should be and how he should behave. But 
this is the smallest part of the problem. 
The difficult question is—how do you find 
and develop people who can pass this 
muster? 

There is an old saying that good leaders 
are born and not made. At one time, this 
may have been enough. Today, no com- 
pany can sit about waiting for these births 
to happen; they must make them happen. 
Any organization which looks ahead must 
find the means of begetting its own future 
executive leadership. Nowhere is this 
more true than in the utility industry. 
Utility management requires not only the 
ordinary executive skills, but also a highly 
special set of talents, abilities, and aware- 
nesses. Some of these are technical in 
nature; some relate to the delicate rela- 
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tionships which exist between utilities 
and the communities in which they oper- 
ate; some derive from governmental 
regulation imposed from above. Within 
the utility industry, therefore, the prob- 
lem of finding and developing internal 
executive resources is a critical one. 


a" is the problem that three years 
ago confronted a small group of top 
utility executives. Much had been written 
about executive behavior and executive 
development programs — but still there 
existed no means for training executives 
in the executive function. They were con- 
vinced that more than words and pro- 
grams were required to meet this need. 
What was necessary was a means of 
stimulating, encouraging, and guiding 
utility executives to create the circum- 
stances best conducive to the growth and 
development of future executives. This 
meant that the opportunity had to be pro- 
vided for them to read, talk, and argue— 
and above all think about the executive 
problem in all its aspects, from the indi- 
vidual characteristics demanded of the 
man himself and the means of self- 
evaluation to the availability and variety 
of training programs, considered particu- 
larly in regard to the special needs of any 
given company—and all of these problems 
in the light of the best-informed opinion 
available. 


q 


& 


Workshop History—the Idea 
| hajamammeecanag themselves as a planning 

committee, these thoughtful indus- 
trial leaders approached Professor Robert 
T. Livingston, then executive officer of 
the Department of Industrial Engineering 
at Columbia University, with the pro- 
posal that Columbia establish some sort of 
special session in executive development 
to meet the needs of the public utility 
industry. Professor Livingston (who is 
not only an author and specialist in the 
general field of management but who has 
served long years in the utility industry 
dealing directly with problems of execu- 
tive behavior and education) accepted the 
proposal. The Department of Industrial 
Engineering and Columbia University ex- 
pressed their willingness to support the 
undertaking—and thus the Utility Man- 
agement Workshop was established as a 
joint venture of the utility industry and 
Columbia University. 

From the beginning, the workshop re- 
vealed itself as a unique departure from 
traditional conference affairs, being de- 
signed for senior executives (at middle 
and top-management levels), with candi- 
dates to be nominated by the companies 
and screened by the workshop staff. Selec- 
tions were to be made on the basis of the 
individual’s ability to benefit personally 
from the experience, as well as his ability 
to translate that experience into benefits 


“REAL executive talent is not common. To function effectively 
in an executive capacity, a man must display a wide assortment 
of skills in his relationships with others. These relationships 


will be of superordinate, subordinate, and co-ordinate nature ; a 
variety of roles which are hardly complementary. He must be 
a leader who need not rely on the formal powers which have 


been invested in him.” 
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for his company. This is important, since 
one of the foundation stones of the Utility 
Management Workshop was the belief 
that executives can best encourage the de- 
velopment of others by considering their 
own abilities, problems, and needs and 
their own past, as well as future, 
development. 


i is difficult to assign specific reasons to 
the immediate and continuing success 
of the workshop, but aside from the care 
and combined resources of industry and 
university that went into the organization, 
perhaps the single most important factor 
has been the membership itself. The 
approximately fifty executives who have 
passed through the workshop since its in- 
ception have come from all parts of the 
country—and represent all areas of the 
utility industry: gas, telephone, water, 
and electricity. They are engaged in 
handling a wide variety of industrial 
functions: engineering, accounting, per- 
sonnel, distribution, industrial, and public 
relations, etc. 

And yet all of these men share some of 
the same professional experiences, are 
aware of the same problems facing their 
industry, and are equipped with the same 
general educational background. Their 
experience has kept them in constant and 
critical contact with other people, both as 
individuals and en masse as the public, 
and they all share a healthy respect for 
the complexity and difficulties of human 
relations. 

Not being in ordinary competition 
with each other, their similar back- 
grounds and interests have given rise to 
a companionship and a friendly kind of 
competition which is productive of an ex- 
traordinary degree of co-operation, and 
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surprises even those most hopeful of the 
results of the workshop project. 


S den first Utility Management Work- 
shop was conducted over a 2-week 
period in August, 1952. Held at Arden 
House, near Harriman, New York, it 
proved an immediate success. It was fol- 
lowed by the second Utility Management 
Workshop conducted in May, 1953, 
which, benefiting from the first year’s 
experience, drew even more enthusiastic 
praise. By this time, the workshop had 
become an institution. 

And here, let us add a iittle about the 
site of the Utility Management Work- 
shop. Columbia’s recent acquisition, now 
known as the Harriman Campus, is 
located in the Ramapo Hills just fifty 
miles from New York. Arden House it- 
self was built by Edward Henry Harri- 
man between 1905 and 1909 and stands 
out above a high ridge dominating miles 
of woodland, bordered on one side by the 
valley of the Ramapo river, on the other 
by Forest and Cranberry lakes. Its 
ninety-six rooms, including large and 
small conference rooms, provide the ideal 
physical circumstances in which a group 
of people may come to concentrate their 
efforts in fruitful activity. Its swimming 
pool, tennis court, and complete outdoor 
recreational facilities, including fishing on 
Cranberry lake, provide a unique oppor- 
tunity for relief from the strain of intel- 
lectual occupation and contribute in an 
important way to the development of 
a creative atmosphere. 

In 1950, Arden House was given to 
Columbia by W. Averell Harriman in 
memory of his father and mother. Here 
in that same year, President Dwight D. 
Eisenhower, then president of Columbia 
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The Asset of Executive Ability 


- io any reckoning of our national 

wealth, the public utility industry 
must appear very near the top of the list— 
and the executive resource in this, and every 
other industry, cannot be too highly re- 
garded. The achievements which come out 
of the Utility Management Workshop re- 
flect with equal credit on the participants, 
who bring to tt their imagination and their 
skill, the industry—and upon the workshop 
itself as a dynamic institution.” 





University, established the American 
Assembly. Here, too, are held class re- 
unions and conferences of many kinds 
sponsored by various divisions of the uni- 
versity, including the Utility Management 
Workshop, operated by the Department of 
Industrial Engineering. 


The Process 


cn process by which the workshop 
was designed to operate can be 
broken down into three principal divi- 
sions. The first of these is the making 
available of expert assistance. Men who 
have devoted their adult careers to the 
study of executive problems and the 
organization of executive development 
programs are brought in to tell what they 
know, and to have their brains picked in 
small clinic sessions. They are selected 
on the basis of their particular specialties 
and the relation between their specialties 
and the problems under consideration. 
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They include university professors, psy- 
chologists, and, most important of all, 
other utility executives, as well as execu- 
tives from other industries. 

Thus over a relatively brief period of 
time, each participant is exposed to dec- 
ades’ worth of accumulated knowledge 
and experience, together with the most 
informed opinion available. Actually, 
this is much more than passive exposure 
because the sessions are completely in- 
formal, permitting a free interchange of 
facts, opinions, and experiences. 

Supplementing the visiting experts, the 
workshop staff members present basic 
material and research findings which have 
been derived from their own work in the 
field of organization and management. 
These presentations, offered at plenary 
sessions, are designed to introduce some 
of the basic ideas and concepts relating 
to such areas as organization, leadership, 
executive decision-making, the executive 
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job, the description of the executive as a 
man, the utility executive and society, etc. 
Thus, at the very beginning, a common 
language is established and the basic tools 
are provided for further exploration. 


HE second part of the workshop 

process is based on the use of clinic 
or conference sessions. These sessions 
are organized about special problems or 
“tasks.” The registrants are divided into 
small groups consisting of roughly a 
dozen participants, together with a skilled 
conference leader and a group interne, 
both members of the workshop staff. 
These groups organize themselves, pro- 
ceed in their own way, developing their 
own viewpoints, and present a final report 
on their findings to the rest of the confer- 
ence. They meet with the visiting experts, 
study the library references made avail- 
able, and discuss among themselves the 
various aspects of the “task” assigned. 
The workshop staff supports their efforts 
by providing consultation, visual aids, 
secretarial services, etc. 

Thus, each participant is exposed at 
once to the written and the spoken word 
—and is encouraged to digest the best 
information available and to use that 
knowledge to create his own solutions to 
the problems of executive development. 

Finally, and perhaps most important, 
provision is made for independent study, 
contemplation, and consultation. Each 
participant is sent, in advance of the con- 
ference, a work kit which is really a 
miniature reference library on executives 
and executive development, and includes 
a comprehensive bibliography of out- 
standing books, and reprints of leading 
articles. At Arden House, a special 
library devoted to executive behavior and 
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development is made available for brows- 
ing. In the past, each executive has been 
given individual counseling on problems 
in such areas as psychological testing and 
reading comprehension programs. More- 
over, there is ample free time after all 
these activities for the spontaneous forma- 
tion of small “bull sessions” which do 
much to crystallize individual insights in 
immeasurable ways. 

In general, the conference sessions help 
each man to formalize his own thinking 
by providing the personal opportunity of 
directly contributing to the solution of 
actual problems. 


The Program 


AN workshop activities (which include 

“task” assignments, staff presenta- 
tions, and sessions with experts) are 
organized about some theme or set of 
themes which constitute the program. 
Each year’s program is carefully fitted to 
the needs of practicing executives by the 
simple expedient of obtaining fresh sug- 
gestions from previous workshop partici- 
pants and executives who have played an 
interested or sponsoring rdle in workshop 
affairs. These suggestions are then dis- 
tilled by the workshop staff to form the 
nucleus of the current program, which is 
first tested against a selected sample of 
utility executives and referred to the 
industry planning committee for final 
review. 

Once the basic program has been estab- 
lished, the workshop staff collects back- 
ground and research material, works out 
special bibliographies, and sets up detailed 
presentations on special topics. Guest ex- 
perts are assigned problem areas to talk 
about and a variety of work problems are 
drawn up. 
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At the conclusion of each conference, 
the presentation of experts and staff, to- 
gether with the reports prepared by the 
executive “task” groups, are edited and 
published as Workshop Proceedings, 
which are then distributed to the partici- 
pants as a record of the conference and 
the findings which it produced. In a way, 
this volume is intended to serve as a per- 
sonal reference file on executive develop- 
ment problems. It is also made available 
at cost to others who may be interested 
in executive development, both within and 
without the utility industry. 


ie get a more detailed picture of the 
workshop program, it is interesting to 
take a look at the programs of the first two 
sessions. 

The 1952 workshop was set up to study 
the job of the utility executive and the 


formal programs available for developing 


executive talent. Accordingly, the first 
week’s program, entitled “A New Look at 
the Executive,” investigated four basic 
aspects of the executive role: (1) All 
executives plan and decide. (2) All rela- 
tions are public relations. (3) All rela- 
tions are human relations. (4) All execu- 
tives supervise and control. The second 
week was given over to executive develop- 
ment programs, with particular regard to 
the three central elements in all of them 
—selection, training, and development, 


q 


& 


and concluding with a final comparative 
evaluation of the merits of alternative 
schemes. 

Among the eleven specialists who con- 
tributed their experience and knowledge 
to the first workshop were James W. 
Carpenter, vice president, Long Island 
Lighting Company; Jackson Martindell, 
president, American Institute of Manage- 
ment; and Earl C. Planty, executive 
counselor for Johnson & Johnson. 


bdo 1953 workshop program was dedi- 

cated to the twin problems of finding 
executive talent and stimulating execu- 
tives in self-development. Included within 
this program were two basic explorations 
into (1) the individual characteristics re- 
quired by an executive job in utility man- 
agement, and (2) techniques for the dis- 
covery and refinement of these character- 
istics. The first of these considered such 
topics as the executive’s job, the cor- 
responding characteristics of the individ- 
ual, self-evaluation, and evaluation by 
others. The second touched on such ideas 
as the executive stereotype, the evaluation 
and development of an executive’s ability 
to judge problems and people, and the 
ability to delegate authority. This year 
there were eight visiting experts, among 
whom were Harold F. Smiddy, vice presi- 
dent, General Electric Company; F. E. 
Verdin, director of personnel, Cleveland 


“Even though the workshop will be celebrating its third birth- 
day this year, its success is already established. The original 
small list of sponsoring utilities has expanded considerably. 


Many companies have made representation at the workshop an 
annual activity and some individual executives have themselves 
returned. Everyone associated with the workshop . . . is highly 


enthusiastic.” 
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Electric Illuminating Company; and Dr. 
John P. Foley, Jr. 


Results 


ae though the workshop will be 
celebrating its third birthday this 
year, its success is already established. The 
original small list of sponsoring utilities 
has expanded considerably. Many com- 
panies have made representation at the 
workshop an annual activity and some in- 
dividual executives have themselves re- 
turned. Everyone associated with the 
workshop — sponsoring companies, par- 
ticipating executives, visiting experts, and 
workshop staff —is highly enthusiastic. 
Most of the people who have been in on 
the first two years feel that they have 
learned, not only how to develop other 
executive, but also themselves. 

A total of approximately fifty utility 
executives have so far passed through the 
workshop sessions. Many of these have 
gone from Arden House to establish or 
revise executive training programs in their 
own companies (to the benefit of future 
workshops which may now draw on their 
experience, too). All of the workshop 
“alumni” have taken away something 
which, while it may never find formal 
application, will nevertheless be reflected 
in their future individual performance as 
executives: They have been enriched by a 
greater awareness of the executive func- 
tion and the importance of attending to 
the nourishment and preservation of the 
executive resource. Those who have been 
close to the workshop during its formative 
years like to think that the rising careers 
of the executives who have been touched 
by it are due, in some small measure at 
least, to its creative influence. 

One of the most interesting sequels to 


the workshop story is the effect which it 
has had on the people who have partici- 
pated in it as people. A very strong 
“alumni” spirit has developed, with the 
result that many of the previous partici- 
pants have taken an active interest in 
spreading the news and promoting work- 
shop affairs. Not only that, but close 
friendships developed at the workshop 
have resulted in a network of strong per- 
sonal ties enabling those who have partici- 
pated to share post-workshop experiences 
in executive development. 


The 1954 Utility Management Workshop 


then 1954 workshop has been planned 
for the 10-day period May 16th to 
May 26th. As before, it will be held at 
Arden House and arrangements have been 
made to accommodate up to thirty-five 
registrants. Advance registrations are 
now being accepted. 

Following the basic procedure, the 
workshop will be conducted as a genuine 
problem-solving activity rather than a 
straight series of lectures. Real problems 
will be undertaken through the joint par- 
ticipation of the executive participants, the 
visiting experts, and the Columbia Univer- 
sity staff and research team, who will have 
prepared material and projects for the 
conference beforehand. The visiting ex- 
perts as usual will act as consultants and 
contribute their specialized knowledge to 
discussions and informal “bull sessions.” 
The executive participants will pool their 
practical insights and individual experi- 
ences as they combine in “task” forces, 
for research, study, and plenary sessions 
to work out solutions to real problems. 

A number of special features are antici- 
pated, including demonstrations of pro- 
grams and techniques for increasing read- 
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ing speed and listening comprehension. 


ews program for the 1954 Utility 
Management Workshop is to be built 
around three problems which comprise the 
“tasks” of the conference. These are: 


1. The Executive Function: What do 
executives do? What are the require- 
ments of the executive function? In 
particular, what is unique about the 
utility executive job? 

2. Executive Appraisal: How can ex- 
ecutives be appraised? How to evalu- 
ate the potential of an individual? How 
to measure the accomplishment of an 
executive ? 


3. Executive Development: What are 
the problems of designing and install- 
ing executive development programs? 
What kinds of programs are most like- 
ly to be successful? How can the prob- 
lems of installing such programs best 
be met? 


Membership in the 1954 workshop will 
be limited to a maximum of three repre- 
sentatives from any one company. Upon 
completion of the conference, certificates 
will be awarded to the conferees, certifi- 
cates which are intended to signify more 
than a formal recognition of attendance, 
but a record of real accomplishment in 
contributing to the solution of problems 
which must be met before we can utilize 
fully the nation’s greatest resource, that 
of the human mind. 


ie any reckoning of our national wealth, 

the public utility industry must appear 
very near the top of the list—and the ex- 
ecutive resource in this, and every other 
industry, cannot be too highly regarded. 

The achievements which come out of 
the Utility Management Workshop reflect 
with equal credit on the participants, who 
bring to it their imagination and their skill, 
the industry—and upon the workshop it- 
self as a dynamic institution. 





Financing Rural Electrification and Rural 
Telephones 


CC i need for rural electrification loans has become less as the 
proportion of our farms that are electrified has increased. 
About 91 per cent of our farms are now electrified. Only about 42 
per cent of our farms, however, have telephone service. The budget 
recommendations for these two programs in the fiscal year 1955 
provide loan funds sufficient to finance substantial further expan- 
sion of electrification and telephone services in rural areas. IN ORDER 
TO REDUCE THE NEED FOR FUTURE FEDERAL AID, THIS ADMINISTRA- 
TION ALSO IS EXPLORING POSSIBLE ARRANGEMENTS WHEREBY MORE 
PRIVATE CAPITAL CAN BE MADE AVAILABLE TO FINANCE TELEPHONE 
SERVICES IN RURAL AREAS.” (Emphasis supplied. ) 
—Excerpt from President Eisenhower's Budget 


Message for 1955 (fiscal). 





FEBRUARY 18, 1954 





The Challenge of the West Coast’s 
Dynamic Growth 


It is a cliché on the West coast that “the abnormal becomes normal 

in California.” Certainly the tremendous and now historic growth 

of the Golden state since the beginning of World War II has 

imposed precedent-breaking challenges on the public utility systems 

of that state laboring under the obligation of rendering service to 
the public. 


By JANE ESHLEMAN CONANT* 


HEN California’s manufacturing 
industry payroll grew 81.6 per 
cent between 1947 and 1952, it 
was naturally a matter of interest to the 
Census Bureau and the chambers of com- 


merce. 
When the once sleepy, sunny county of 
Contra Costa, for instance, grew 197.6 per 
cent between 1940 and 1950, it was of 
considerable importance to home builders, 


retailers, and real estate men. 

And when California auto registrations 
increased from 2,573,264 in 1940 to 4,- 
320,124 in 1951, there was substantial re- 

*Member, editorial staff, San Francisco Call- 


Bulletin. For additional personal note, see “Pages 
with the Editors.” 


action in such widely varying fields as 
highway construction, tire repair, and the 
collection of taxes. 

But the agency which has been most di- 
rectly affected by the tremendous and now 
historic growth of the West since the out- 
set of World War II is probably the Pa- 
cific Gas and Electric Company. 

The utility may be called the weather 
vane of the “Great Migration” which has 
almost doubled California’s population 
since 1940 and will probably add another 
2,000,000 or more by 1960. 

All these new people brought with them 
new demands—for food, homes, jobs, 
schools, and countless other needs. And 
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almost all of these required power, fuel, 
or both. 


ee the agricultural valleys’ crops 
were rushed into unheard-of produc- 
tion levels, electricity was needed to pump 
the irrigation water and light the packing 
sheds. 

When new manufacturing plants blos- 
somed in what had been farm fields, more 
power was wanted to run the machinery. 
And when thousands of new homes were 
built, still more was needed to operate the 
cement mixers and then the refrigerators, 
washing machines, and stoves. 

The result has been a spectacular one 
for PG&E. 

To meet the unprecedented challenge 
caused by one of the greatest population 
shifts ever known, the company has re- 
corded this outstanding industrial achieve- 
ment: 

More than $1 billion was spent on plant 
expansion between 1945 and February of 
1953. 

Another $500,000,000 will go for addi- 
tional development through 1955. 

The company’s system-wide electric 
generating capacity was more than dou- 
bled between the war’s end and Septem- 
ber, 1953, growing from 1,658,300 kilo- 
watts to 3,540,200 kilowatts after seven 
years and eight months of construction. 

By 1955, the system-wide capacity will 
be 4,526,100 kilowatts, almost three times 
the total of just ten years before. 

Besides, the company acquired 363,935 
new gas customers between 1946 and 
1953. To match the need, it built 4,900 
miles of transmission and distribution 
mains, including the California end of the 
new, 34-inch “Super Inch” main running 
502 miles from Topock, Arizona, to Mil- 
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pitas, south of San Francisco in Cali- 
fornia. 


M= construction is planned, above 
and beyond the $1.5 billion outlay 
of 1946-55. The company’s engineers are 
studying undeveloped electricity sources 
and designing even more powerhouses. 

It all adds up to more growth than 
PG&E had recorded in all its previous 
existence before 1940, a true weather vane 
performance pointing the direction of the 
California development winds. 

The relationship is seen by examining 
two sets of statistics—those describing the 
state’s expansion, and those showing how 
PG&E has not only kept pace but man- 
aged to stay at least a step ahead. 

Some of the state figures might well 
be written off as fiction, if it were not that 
they are vouched for by such reputable 
agencies as the California State Chamber 
of Commerce, the State Department of 
Employment, and the United States Bu- 
reau of the Census. 

For instance, the population in April, 
1940, was 6,907,387. Just thirteen years 
later, it was 11,830,210—an increase of 
almost 5,000,000. The best estimates are 
that the 1960 figure will be over 14,000,- 
000. 

In other words, California, which 
started out with 13,000 residents of Euro- 
pean descent in 1848 and took ninety-two 
years to reach the 7,000,000 mark in 1940, 
will be just twice that big twenty years 
later. 

Contra Costa county’s increase is a 
dramatic example. This once quiet county 
on rolling hills along the northeast shore 
of San Francisco Bay had 100,450 per- 
sons in 1940, but collected 198,534 more 
for a new total of 298,984 in 1950, due 
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first to war industry and later to tre- 
mendous residential expansion. 


NOTHER revealing set of figures shows 
what has happened to California 
manufacturing. The state’s plants had a 
$4,108,760,000 payroll in 1952, as com- 


earlier. The production of transportation 
equipment, for instance, cost $1,003,000,- 
000 in wages in 1952, as against only 
$373,423,000 in 1947. 

In 1951, California had $3,508,800,000 
worth of new construction, a fabulous 
324.2 per cent increase over 1939’s $827,- 


pared to $2,262,006,000 only five years 200,000. 
3 


GENERATING CAPACITY ADDED, 1946-53* 


Plant Type 
Donbass Steam 
Kern Steam 
Unit 1 
Unit 2 
Electra 
West Point 
Salt Springs Addition 
Station P Additions 
Unit 2 
Unit 3 
Colgate 
Cresta 
Rock Creek 110,000 
Moss Landing 
Units 1 and 2 226,667 
Unit 3 113,333 
Units 4 and 5 235,000 
Contra Costa 
Units 1, 2, and 3 340,000 
Units 4 and 5 1953 235,000 


*Retirement of the old Colgate, Electra, and Folsom plants subtracted 35,700-kilowatt capacity during 
the same period. 


Location In Service KW Capacity 
Humboldt County 1946 4,800 


Kern County 
1948 75,000 
1950 120,000 
Mokelumne River 1948 92,000 
Mokelumne River 1948 15,000 
Mokelumne River 1953 29,000 
San Francisco 
110,000 


110,000 
25,000 
70,000 


Hydro 
Hydro 
Hydro 
Steam 


Yuba River 
Feather River 
Feather River 
Monterey County 


Hydro 
Hydro 
Hydro 
Steam 


Contra Costa County 


ADDITIONAL CAPACITY UNDER CONSTRUCTION** 


Plant Type In Service 
Pittsburg Steam 
Pit 4 Hydro 
Hydro 
Steam 


Kilowatt Capacity 


Contra Costa County 600,000 
Pit River 84,000 
Calaveras County 3,800 
San Luis Obispo County 300,000 


Location 


New Murphys 
Morro Bay 


**Shutdown of historic Old Murphys, built in 1899, subtracts 1,900 kilowatts. 


PROJECTED PLANTS 
(Construction Dates Not Determined) 


Plant Type 
Pit 6 Hydro 
Pit 7 Hydro 
Butt Valley Hydro 
Caribou No. 2 Hydro 
Belden Hydro 
Poe Hydro 
Wishon Hydro 
Hydro 
Hydro 
Hydro 
Steam 


Location 
Pit River 
Pit River 
Feather River 
Feather River 
Feather River 
Feather River 
Kings River 
Kings River 
Kings River 
Kings River 
Humboldt County 


Kilowatt Capacity 


Kings 
Balch Additions 
Humboldt Bay 
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Civilian employment totaled 2,574,000 
in 1940. Twelve years later this was up a 
hearty 83.6 per cent to 4,726,000. Keep- 
ing even, transportation and utilities em- 
ployed 186,000 in 1940, and boosted that 
figure 84.4 per cent to 343,000 in 1952, 
according to the State Department of 
Employment. 

Farm crops were valued at $430,629,- 
000 in 1940. The 1952 total was $1,796,- 
394,000, or just 317.2 per cent more. In- 
dividual incomes totaled $5,606,000,000 
in 1940, and grew 318.2 per cent to $23,- 
450,000,000 in 1952. 

Californians paid $1,075,513,345 in all 
sorts of taxes in 1940-41. The tax coffers 
overflowed with $7,521,889,507 in 1952- 
53 collections. 


‘ I ‘HE staggering statistics do not record 
the headaches and the growing pains 


attendant on this phenomenal record of 


growth. 

PG&E had its share. To keep ahead of 
California’s growth was a monumental 
job. 

When World War II started, the com- 
pany had plans for additional electric 
generating capacity and other facilities to 
meet the normal development for which 
a utility must naturally prepare several 
years in advance. But the war changed all 
that, in many ways. 

It produced a great and immediate need 
for power and fuel for military establish- 
ments and war industries. It took away 
much of the skilled man power PG&E 
could otherwise have used to good ad- 
vantage. It clamped down rigid controls 
on many materials needed for utility ex- 
pansion. 

And, perhaps most significantly of all, 
the war opened the migration flood- 
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gates which brought tens of thousands of 
wartime workers and then the second, and 
continuing, big wave of new postwar 
population. 

During the fighting, the company had 
its hands full providing for war industries 
and the military installations, while still 
maintaining adequate service to the gen- 
eral public. When the war ended, there 
were some who predicted a slump. They 
said plans should be revised downward in 
accordance with the original prewar fore- 
casts. 


B” early in 1946, PG&E had its chips 
down on the future. Its big expansion 
program was already well under way in 
the belief, now thoroughly substantiated, 
that the war boom was no temporary 
thing. 
In his 1946 review, Company President 
James B. Black put it this way: 


Last year we observed that the war 
served to accelerate an already signifi- 
cant westward movement of population 
and industry. It is now even more ap- 
parent that much of the wartime growth 
is of a permanent character, and that 
the industrial, commercial, and agri- 
cultural development of this region will 
continue on a far higher plane of ac- 
tivity than before the war. 


The “far higher plane of activity” ap- 
plied to PG&E, too—$1.5 billion worth. 

Its hydro capacity totaled 1,039,500 
kilowatts in December, 1945, and steam, 
618,800 kilowatts, for a system total of 
1,658,300. The September, 1953, figures 
were 1,347,400 hydro and 2,192,800 
steam, or 3,540,200 over all. 

Additional capacity under construction 
and planned for completion by the end of 
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Taking the Hurdle in Stride 


6 dd te PGGE postwar record may well be rated high as an instance of 

private capital and private individuals facing up to a big task and 
bringing it through to accomplishment—managing, in the process, to pay 
dividends as usual. From storm-wracked Donbass at Eureka and little 3,800- 
kilowatt New Murphys in Calaveras county, to the huge Pittsburg setup 
and broad-scale Feather river hydro additions, the company has not only 
kept up with the West’s development but has helped to make it possible.” 





1955 calls for 87,800 kilowatts in hydro 
plants and 900,000 steam, or a total of 
987,800 more in the next two years. 

And on the books for “after 1955”— 
further work not included in the 1946-55 
expenditure total of $1.5 billion—are ten 
more hydro installations with 717,500- 
kilowatt capacity, and substantial amounts 
of new capacity. 


i ies powerhouses themselves are not 
all, of course. The 1946-53 projects 
have added 2,100 miles of new electric 
transmission lines and 14,600 miles of new 
electric distribution lines, plus 283 new 
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substations and substantial substation ca- 
pacity additions. 

The huge postwar expansion program 
began in colorful and ingenious “make- 
do” fashion at Eureka, on the northern 
California coast near the Oregon line. The 
first system addition after 1945 was the 
4,800-kilowatt capacity Donbass steam 
plant, described by the company, in some- 
thing of an understatement, as a “novel 
installation.” 

Donbass is the salvaged after-half of 
Donbass III, an American-built tanker 
which was operated by the Russians and 
which split in two during a violent storm 
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south of the Aleutians on February 17, 
1946. To meet the extraordinary postwar 
demand for power in the Eureka area, 
PG&E bought the half-ship, had it 
beached on the Eureka water front, re- 
conditioned its steam boilers, turbine, and 
generators and made it an efficient, 4,800- 
kilowatt producer of power for shore in- 
dustries. It went into service December 
16, 1946, just ten months after its Pacific 
disaster. The price tag: $320,000. 

In gigantic contrast are the central 
California “twins’—the Moss Landing 
steam plant in Monterey county south of 
San Francisco and the Contra Costa steam 
plant over the hills to the east of San 
Francisco Bay. Each has 575,000-kilowatt 
capacity ; each cost $80,000,000; and each 
has five units, put into operation as fast 
as manufacturers could deliver the equip- 
ment. 

Bigger yet will be the Pittsburg steam 
plant, also in fast-growing Contra Costa 
county, a 600,000-kilowatt capacity titan 
costing $80,000,000 and due for operation 
in 1954. 


ete item in the “after 1955” 
program is the Kings river hydro 
development, calling for three new power- 
houses and additions to another, totaling 
239,500 in new kilowatt capacity. This is 
the work which was held up so long by 
the Department of the Interior’s efforts to 
give the Kings hydro rights to the Bureau 
of Reclamation as a so-called part of the 
Central Valley project. That battle has 
just ended with the new administration’s 
announcement that it is dropping litiga- 
tion designed to reverse the Federal Pow- 
er Commission’s award of Kings river 
licenses to PG&E. 
The early part of the postwar expan- 
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sion program was on a scale of almost 
emergency proportions, as shown by the 
Donbass project. The Kern steam plant, 
near Bakersfield at the southern end of the 
PG&E system, came close to fitting into 
that category, too. It was originally set 
for immediate construction in 1941, but 
the war compelled postponement. So, as 
soon as the fighting stopped, it was given 
a rush-order signal. Ground was broken 
in September, 1946, and the first 75,000- 
kilowatt unit went into service on May 
10, 1948, after one year and eight months 
of work by a crew of 1,000 men. Even 
airplanes helped; at one point, 20 tons of 
valves and other parts were brought in 
by air to save time. 

The second Kern unit, of 120,000- 
kilowatt capacity, went into operation on 
January 17, 1950. The total cost was 
$30,500,000. 


| plemins major new source of power 
after the war was at Station P steam 
plant in San Francisco, on the shore of 
San Francisco Bay. The original installa- 
tion was a Great Western Power Com- 
pany project dating back to 1929, just 
before PG&E acquired the Great Western 
system. Ground was broken for two addi- 
tions in July of 1947. The first new unit 
started operation on December 12, 1948, 
and the second on January 25, 1949, pro- 
viding a total of 220,000 kilowatts of 
added capacity. 

On the hydro side, PG&E has added 
343,600 kilowatts in postwar develop- 
ments on the Mokelumne, Yuba, and 
Feather rivers, including 341,000 in six 
new projects and 2,600 in minor plant 
changes. 

Three separate projects on the Moke- 
lumne brought this river in California’s 
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“Mother Lode” gold-mining country to its 
rightful importance as a producer of 
power. It now has four generating plants 
with an aggregate capacity of 206,000 
kilowatts. The postwar additions are 
Electra, 92,000-kilowatt capacity, placed 
in service August 1, 1948; West Point, 
15,000 kilowatts, December 31, 1948; and 
the Bear river unit addition to the Salt 
Springs powerhouse, adding 29,000 kilo- 
watts, March 31, 1953. 


HE Bear river unit has some unusual 

aspects. When Salt Springs power- 
house was built in 1931 on the upper 
Mokelumne, space was provided for 
another generator to be operated by water 
from the Bear, a tributary of the larger 
stream. Work started on this project in 
July of 1949, A new reservoir was created 
by two rock-fill dams at 5,800-foot eleva- 
tion on the Bear, and the stored water was 
carried to the penstock head through a 
24-mile-long tunnel, thence into the pen- 
stock pipe extending 4,700 feet down the 
mountainside to the new Salt Springs 
generator. 

Thus Salt Springs gained novel status, 
since the first of its generators is driven 
by water from the Mokelumne, and in the 
second by water from a different river 
—the Bear. Also, the water wheel for the 
new generator is the first of its kind in- 
stalled by PG&E—a vertical shaft ma- 


q 
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“|... the agency which has been most directly affected by the 
tremendous and now historic growth of the West since the out- 
set of World War II is probably the Pacific Gas and Electric 


chine operated not by one nozzle but by 
three, spaced around the wheel to give 
higher efficiency. 

The new Colgate powerhouse on the 
Yuba river is linked with California’s 
early power history. The first Colgate, 
built before the turn of the century, was 
the third project of Eugene J. de Sabla, 
Jr., John Martin, and Romulus R. Colgate 
during the early years of their hydroelec- 
tric pioneering. It made news when it 
transmitted its power 61 miles to Sacra- 
mento and 142 miles to Oakland in 1901, 
long-distance records at the time. Fire 
partly destroyed the old structure on 
September 13, 1946, but it continued in 
operation at a reduced level until it was 
shut down in 1948. The new Colgate, of 
25,000-kilowatt capacity, took over on 
June 13, 1949. 


HE Feather river, one of California’s 
most beautiful streams and a first- 
class producer of hydroelectric power, 
gained 180,000-kilowatt capacity in 1950, 
with completion of the Cresta power- 
house, 70,000 kilowatts, and Rock Creek 
powerhouse, 110,000 kilowatts. It is 
marked for still further development in 
the “after 1955” program, when the Butt 
valley, Caribou No. 2, Belden, and Poe 
projects will add 364,000 kilowatts more. 
Other works, now under construction 
or on the drawing tables for future 


Company. The utility may be called the weather vane of the 
‘Great Migration’ which has almost doubled California’s popula- 
tion since 1940 and will probably add another 2,000,000 or more 


by 1960.” 
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accomplishment, include three new Pit 
river powerhouses, the 300,000-kilowatt 
capacity Morro Bay steam plant and the 
50,000-kilowatt Humboldt Bay steam 
plant, the Kings river projects, and little 
Murphys, in Calaveras county, replacing 
historic Old Murphys which furnished 
power for the Utica Gold Mining Com- 
pany mines in the Mother Lode. 


HE PG&E postwar record may well 


to a big task and bringing it through to 
accomplishment—managing, in the proc- 
ess, to pay dividends as usual. From 
storm-wracked Donbass at Eureka and 
little 3,800-kilowatt New Murphys in 
Calaveras county, to the huge Pittsburg 
setup and broad-scale Feather river hydro 
additions, the company has not only kept 
up with the West’s development but has 
helped to make it possible. 

In brief, the over-all PG&E expansion 


picture is shown in the table on page 
219. 


be rated high as an instance of private 
capital and private individuals facing up 
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Issue on the Snake 


74 jew Hell’s Canyon issue no longer is an honest appraisal of 

two power projects for their physical and economic values, 
but is, rather, a political debate over whether this government shall 
continue to build and operate public utilities when private capital is 
prepared to do the job. 

“One of the arguments of the federal high dam philosophy is that 
private enterprise can’t build projects on the scale financed by the 
federal government. 

“We will agree that private enterprise WOULDN’T spend that kind 
of dough. But CAN’T is another matter. 

“We don't believe private capital would build a dam with marble- 
lined corridors, neon-lighted exhibit rooms, and all the other fancy 
trimmings to be found at Bonneville and, more especially, Grand 
Coulee, to accommodate sight-seers and make the taxpayers think 
they got something for their money. 

“When private corporations undertake a huge project they... 
get their money from the people who have it and who can afford to 
invest it. They spend it as efficiently and as economically as possible, 
leaving latitude for profit, after payment of taxes. 

“The federal government also goes to the people .. . for money. 
It doesn’t give the people a chance to say whether they do or do not 
want to invest. It pays ... no taxes. 

“The outcome of the Hell’s Canyon case will determine whether 
we shall have the right to make our own investments, or whether we 
shall continue to have our money invested for us at the whim of a 
bloated bureaucracy.” 

—CHARLES V. STANTON, 
Editor, News-Review, Roseburg, Oregon. 
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Where Jobs Get into 
No Man’s Land 


What do employees think about the company, their pay checks, 
supervision, promotions? The secret opinion poll, taken by an out- 
side agency, discloses valuable management facts. This is a story 
of a checking operation of the popularity of a utility company’s 
management with its employees. It contains some surprises, but 
on the whole the results were reassuring as well as provocative. 


By JAMES H. COLLINS* 


ERE is a story that shows how 

formidable a thing a “job” has 

become in recent years, through 
protective legislation, collective bargain- 
ing, the hiring and promotion systems 
that have been developed, with employee 
relations activities, and all: 

A utility company employee lost the 
sight of one eye through a street accident 
not connected with his work. He sued the 
outside corporation at fault, and secured 
substantial damages. 

*Professional writer, resident in Hollywood, 


California. For additional personal note, see “Pages 
with the Editors.” 


His own company then put him on pen- 
sion, for though he had not reached retire- 
ment age, he was now totally blind. Sight 
in his other eye had been destroyed dur- 
ing an accident when he was working for 
another utility company, nearly forty 
years previously. 

At that time there was no state accident 
compensation, nor any company insur- 
ance. When he was well enough to work 
again, the company gave him back his 
old job. His spectacles had been smashed 
in the accident. The company bought him 
some new glasses. 
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Those were the days when the foreman 
went to the factory gate and picked new 
hands for their muscle—and maybe their 
weak heads. 

Gone forever—nowadays the job ap- 
plicant undergoes batteries of tests, sub- 
mits to quizzing in interviews, and it -is 
hoped that, when hired and assigned to a 
department, he will cast his fortunes with 
the company until retirement, for the 
sake of his accumulating experience. 


— company has an investment of 

from $500 up in the training neces- 
sary for his job, plus investment in the 
equipment and tools needed for his work. 
A utility company may have $50,000 plant 
investment. For any reason, he may quit 
in a few weeks. 

Then, there are life and health insur- 
ance, sick benefits, retirement plan, acci- 
dent and unemployment protection, social 
security, and “fringe” features to the job, 
so intricately wrapped up in various pay- 
check deductions that the employee does 
not always know who is paying for what. 
He does understand the new kind of wages 
called “take-home pay.” 

Altogether, the company and the work- 
er have a gilt-edged investment in each 
other. Through misunderstandings of 
various kinds the gilt is apt to tarnish. 
There are details that employees do not 
understand, though management assumes 
that they are simple to grasp, and that self- 
interest will lead workers to find out what 
is what. 


HERE is a sort of “No Man’s Land” 
in company-employee dealings, quite 
outside of collective bargaining, and to 
obtain information in this area, the em- 
ployee opinion poll has been developed, 
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conducted by an outside agency. This may 
be a college, or a private poll organization. 
It helps frame the questions to be asked, 
assures the secret and detached character 
of the poll, presides at meetings of em- 
ployees filling out the quiz papers, tabu- 
lates the results like those of an election, 
makes reports to employees and company, 
and destroys the papers, which have been 
seen by nobody else. 


This procedure dampens down all the 
doubts that might arise if the company 
did the job—“What’s the Old Man up to 
now?” 

One of the first surveys of this kind was 
taken by professional opinion researchers, 
for a corporation that had taken over the 
management of a branch plant, formerly 
run by outsiders. 

What did employees think of their new 
bosses? 

The way employees answered, and the 
nature of the information, were so sur- 
prising that the results were given them, 
though originally the purpose had been 
only to obtain management guidance. Em- 
ployees said they liked the new “brass,” 
but criticized company benefit plans, part- 
ly because they did not understand who 
paid for what. They thought promotion 
went by favoritism, and that the company 
was “cagey” about its policies. 


gies opinion polls are now being 
used by hundreds of business con- 
cerns, with such satisfactory results that 
frequently a company will take a second 
and a third poll, later on, to disclose 
changes in employee opinion after man- 
agement has adopted suggestions. 
Outside poll agencies are found in most 
sections of the country, college and pri- 








vate. The technique has proved useful to 
small concerns as well as large corpora- 
tions, including utility companies. 

This kind of poll is very flexible. It 
will bring out feelings about the cafeteria, 
or uncover the true state of affairs in a 
danger spot—for example, how wages 
compare with those paid by other com- 
panies in the community, or in the same 
industry. 

Management may feel happy about the 
company cafeteria, because it was put in 
when workers were found lunching at hot- 
dog stands, or eating out of boxes in 
corners. Management runs it at a loss, 
feeling that it is an investment in employ- 
ee welfare. 

But an opinion poll may show that many 
employees never eat in the cafeteria. They 
comment on the cooking, the menus, the 
service, the prices. Food is always some- 
thing to scrap about. Management learns 
that it is a good boss to work for, but that 
its cooking is terrible. 

The final results from an opinion poll 
will have unpleasant as well as pleasant 
information, but the unpleasant opinions 
may be most useful to management, and 
the fact that such a poll is authorized in- 
dicates that “brass” is prepared to take it. 


HE conditions existing in the No 
Man’s Land explored by an opinion 
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poll were shown in results from a recent 
survey, made by the industrial relations 
section of the California Institute of Tech- 
nology, for the San Diego Gas & Electric 
Company. Questions were framed so an 
answer could be checked off ballotwise, 
and after this part of the questionnaire 
had been covered, employees were asked 
to write comments and suggestions—one 
of the most interesting features of such a 
poll. 

These were the main matters explored : 

What do you think of this company, to 
work for, and its management? 

Between half and three-fourths of em- 
ployees thought the company was as well 
managed as most others; that it stood well 
with the public. They were proud to say 
that they worked ior this company; if 
starting out all over, they would want to 
hire out to it again. 

But not so many employees felt that 
top management was aware of their in- 
dividual work problems, nor did they 
know how to reach management. 

This led the company to look into its 
employee communication channels. 


H™ do you learn about company 
affairs—and how would you prefer 

to get information, and what kinds? 
Information reaches employees through 
bulletin boards, the employee magazine 


business concerns, with such satisfactory results that frequently 


q “EMPLOYEE opinion polls are now being used by hundreds of 


a company will take a second and a third poll, later on, to dis- 
close changes in employee opinion after management has 
adopted suggestions. Outside poll agencies are found in most 
sections of the country, college and private. The technique has 
proved useful to small concerns as well as large corporations, 


including utility companies.” 
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News Meter, in group meetings, talks with 
supervisors, letters from management, the 
annual report, news releases to local daily 
papers, and so on. Bulletin boards, the em- 
ployee magazine, and talks with super- 
visors were named as the principal chan- 
nels. But group meetings stood highest 
as preferred channels, with supervisors, 
management letters, and bulletin boards 
after that. 

One employee in three stated that his 
company information came chiefly from 
other employees—the shop “grapevine.” 

Employees said they would like to know 
more about company expansion plans, fi- 
nancial problems, and public standing; 
about promotions and personnel changes; 
about the work of departments other than 
their own. There was also an interest 
in the American business system, how 
it operates. 

Steps were taken to hold more group 
meetings for the information of employ- 
ees, and to publish more departmental in- 
formation articles in the magazine. 


H do you feel about wages—are they 
in line with pay checks received by 
people in other San Diego business? 

In percentages, the answers added up: 
lower 62.5 per cent, about the same 33.7 
per cent, higher 2.7 per cent, no answer 
1.1 per cent. 

Employees were also asked whether 
they thought their pay was in line with 
rates for other company jobs, and an- 
swered : My rate is lower 49.2 per cent, in 
line 48.6 per cent, higher 0.9 per cent, no 
answer 1.3 per cent. 

The pay check of a fellow working for 
some other company may seem higher, 
until deductions are looked into, and then 
the take-home pay may be no more. 
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But management assured employees 
that it would restudy jobs, and did find 
a few out of line, and due for correction. 
Jobs affected by union contracts are paid 
on scales worked out with the union, and 
those not affected by the union have been 
determined by a job evaluation plan. 

In many industrial communities nowa- 
days, wage and salary surveys have been 
made by employers. ‘‘Cal-Tech” has de- 
veloped a conference technique for such 
surveys, less cumbersome than the custom- 
ary questionnaire method. Undoubtedly, 
employees would be interested in the re- 
sults of such surveys, comparing their pay 
checks with those received in other locai 
business. 


D° you feel that this company gives 
job benefits as good as those provided 


by other San Diego concerns, and by other 
California utility companies? 

The company’s principal benefits in- 
clude group life insurance, health insur- 
ance, disability compensations, pensions, 
vacation, sick leave, and holiday plans. 
There is an employee credit union, and an 
employee association. 

Employees felt that benefits were as 
good as those provided by other com- 
panies (52.5 per cent), or better (36.7 
per cent) ; voting not so favorable 9.2 per 
cent, and no answer 1.6 per cent. Benefits 
are even more complicated than wages 
when it comes to comparisons, but every- 
body had formed some kind of conclusion, 
and the general feeling was that benefits 
were all right. 

The San Diego Company was prompted 
to compile new pamphlets on its benefits. 
Utility companies stand well in benefit 
plans. 
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Jobs Aren’t Getting Easier 


wa tes job! How formidable it has become in the past twenty years, 

and how much more complicated it appears to be getting—step into 

the pay-check department and see for yourself. Just lately, the company 

psychiatrist has appeared in several large manufacturing organizations, 

and 1s probably—as Mortimer Snerd said of women—here to stay, because 
he is delivering values that business can afford to buy.” 





Do you feel that promotions are made 
fairly, on ability? 

Answers brought out the over-all 
opinion that promotions went to the best 
qualified persons, but some workers felt 
that favoritism entered into selections for 
the step up, and also that the company 
sometimes went outside to fill supervisory 
positions, instead of promoting from 
within. Management’s conclusion was 
that methods of making promotions were 
not well understood, and the subject 
has been earmarked for discussion and 
explanation in group meetings. 


enema and training. Do foremen 

and other supervisors let employees 
under them know when their work is 
good; give them credit with higher-ups; 
deal fairly with different individuals; 
show care for their safety; keep them 


posted on their duties and responsibilities ? 

Supervision differs between supervi- 
sors. The general trend of answers to 
these questions was that the company has 
a large number of good “straw bosses,” 
and that there was room for improvement 
in some respects. Better than four out of 
five employees said they felt free to go 
to their supervisors with job complaints, 
indicating that company instructions to 
supervisors, to discuss job problems with 
employees, were being followed. 

Do employees feel free to discuss per- 
sonal problems with their supervisors? 
In about half the answers, they do feel 
that way. Personal problems are not so 
often discussed with others, but they 
directly affect working efficiency. This 
company’s supervisors were given an 
excellent score. 

Job training was considered helpful by 
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older employees, who had seen it work 
out in results for themselves. The com- 
pany is taking steps to explain job training 
more fully, and emphasize its bearing on 
promotion. 


HESE were the questions that could 

be checked off with a pencil mark. 
The quiz papers were filled out at 42 dif- 
ferent employee meetings, held during 
working hours, on company time, the 
largest attended by 236 employees, the 
smallest by three people at a branch office. 
One meeting for employees more at home 
in Spanish was presided over by a 
Spanish-speaking draftsman. 

Each meeting was presided over by a 
“Cal-Tech” and a company representative. 
The purpose and secrecy of the survey 
were explained. Questions covered some 
personal matters, by which identification 
of individuals might be possible, such as 
age, length of service, department, and 
compensation. There was no apprehen- 
sion about secrecy, and “Cal-Tech” rated 
this poll as notable for the small number 
of skipped questions and “no answers.” 
At meetings, 2,197 papers were turned in, 
and 122 more came by mail from 
absentees. 

Nine in every ten employees wrote 
comments, a high percentage, and of high 
quality. This volume of comment, which 
would take several days for reading by one 
person, and then be of little value without 
classification, was handled by an inter- 
esting plan. 

Employees wrote on 175 different sub- 
jects capable of classification. 

No generalization was made of sub- 
jects, each criticism, favorable comment, 
or suggestion being copied out separately 
and assigned to one of nine classifications. 
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Prpcamngpon were also broken down 
into favorable (3,749), unfavorable 
(3,380), and suggestions (1,920). 

They were then punched in cards for 
business machine sorting and study. The 
results, together with the unidentified 
typed comments, were delivered to 
management. 

Job satisfaction led with 22 per cent 
of comments, followed by security of em- 
ployment and the character of the com- 
pany, in favorable opinions. Lack of 
opportunity for advancement and of in- 
dividual recognition of work, were most 
often mentioned in unfavorable com- 
ments. Specimen comments were published 
in the report to employees. 

“Ami me gusta trabajar en este com- 
pania porque es un trabajo constante,” 
wrote one Spanish-speaking worker—he 
likes to work for that company because 
it’s a steady job. 

“Cal-Tech” has conducted similar polls 
for the Southern California Edison Com- 
pany, Standard Oil Company of Cali- 
fornia, the Carnation Company’s head- 
quarters in Los Angeles, the Los Angeles 
Times-Mirror, and others. 

The industrial relations section, under 
Robert T. Gray, director, assigned L. R. 
Sorensen and G. M. Jordan, of that sec- 
tion, to conduct the San Diego poll, in 
co-operation with Maxwell E. Nelson, 
director of the company’s industrial rela- 
tions. Credit for the gratifying results 
belongs to the industrial relations men for 
their experienced handling of details, and 
to the keen interest of top management— 
L. M. Klauber, then chairman of the 
board of the utility company, E. D. Sher- 
win, president, H. A. Noble, vice presi- 
dent in charge of operations, and H. G. 
Dillin, now executive vice president. 








N supervising these employee opinion 

polls, the institute assists in the devel- 
opment of the questions; sends its repre- 
sentatives to the employee meetings held 
for filling out the questionnaires; collects 
the papers in its own ballot boxes; tabu- 
lates the results; prepares reports to man- 
agement and employees; and finally sees 
that the papers are destroyed. Nobody 
connected with the company had a hand 
in the actual poll, apart from attending 
the meetings, but top executives and a 
dozen or more accompanied the “Cal- 
Tech” representatives, introducing them 
to employees, and stressing the impartial 
nature of the poll. 

Costs for such a poll include direct 
labor, materials, and similar expenses in- 
curred by the institute, plus $400. The 
average is from one to two dollars per 
employee, according to the number of 
employees, the number of questions asked, 
and the tabulations. There are additional 
costs to the company in arranging em- 
ployee meetings, and in working time— 
about one hour per employee is spent at 
meetings. 

The institute is limited in the number 
of polls it can undertake, by its personnel 
available for that purpose. 

Most polls are planned to obtain three 
kinds of information : 

1. To find out how much people know 
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about their jobs, about the company, and 
the American business system. What 
other information they would like to have, 
and through what channels. The opinion 
poll does not interfere with other channels. 

2. To give management an audit or in- 
ventory of its policies and procedures, a 
basis upon which to make necessary 
changes. 

3. To aid in developing a program of 
supervisory training, determining the 
subjects to be covered, and the depart- 
ments where training is needed. 


4 — has a twofold interest in 

these polls. First, its industrial 
relations section is maintained to be of 
service to business concerns and their em- 
ployees, to the end of improving human 
relations in industry. And, second, the in- 
stitute has a long-range interest in poll 
data, using it in fundamental research into 
the nature of employee attitudes and 
opinions. 

This research involves no violations of 
secrecy. 

This section provides a variety of serv- 
ice for business, labor, and the public. It 
has a large group of co-workers and 
sponsors, with a library specializing in 
employee relations material. Its broad 
objective is the improvement of personnel 
management, through recognition of the 


submits to quizzing in interviews, and it ts hoped that, when 


q “ ,. nowadays the job applicant undergoes batteries of tests, 


hired and assigned to a department, he will cast his fortunes 
with the company until retirement, for the sake of his accu- 
mulating experience. The company has an investment of from 
$500 up in the training necessary for his job, plus investment in 
the equipment and tools needed for his work. A utility company 
may have $50,000 plant investment.” 
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individual employee, justifiable compensa- 
tion, competent supervision of people in 
their work, and effective communication 
between employees and management. 

In matters of compensation, it conducts 
wage and salary surveys in communities 
where they do not conflict with investiga- 
tions already in progress, using its confer- 
ence method, which is a sort of stream- 
lined technique to facilitate gathering 
such information. 

In matters of supervision, it takes em- 
ployee polls, and conducts meetings for 
discussion and practice of techniques. 

For the improvement of communica- 
tions, the information obtained in polls 
is utilized, and methods are explained in 
meetings. 

The job! 


H’’ formidable it has become in the 


past twenty years, and how much 
more complicated it appears to be getting 
—step into the pay-check department and 
see for yourself. 
Just lately, the company psychiatrist 


has appeared in several large manufactur- 
ing organizations, and is probably — as 
Mortimer Snerd said of women — here 
to stay, because he is delivering values that 
business can afford to buy. : 

He is a specialist in mental health. 

He points out that stomach ulcers are 
no monopoly of Hollywood producers, or 
corporation executives—the floor sweeper 
may have them, as a result of similar 
worries and frictions. 

Mental health among employees means 
more and better production. 

It can cut accident rates. 

It improves the relations of people 
working with each other, and under 
supervisors. 

That shows up in costs by reducing 
employee turnovers. 

And various other desirable results the 
psychiatrist enumerates, with or without 
couch. 

It sounds much like the No Man’s Land 
explored by the opinion poll. 

The psychiatrist may be the next 
specialist on the job. 





Importance of the Over-all Picture 


&% U would be rare indeed to find business good in all lines at the 

same time. In an economy as large and varied as ours some 
lines are bound to be down while others are up, reflecting changing 
supply and demand in individual situations, shifting consumer 
preferences, and differences in managerial ability and skill in ad- 
justing to technological change and new market conditions. 

“The main thing is in maintaining a general state of over-all 
balance between the various economic groups at a high level of i. 
duction and employment. Thus adjustments can proceed in orderly 
fashion, as by and large they have done since the end of World War 
IT. The developments of the past month encourage hope that ad- 
justments now going forward can be taken equally in our stride.” 

—Excerpt from Monthly Letter on Economic 
Conditions, published by The National City 
Bank of New York. 
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OUT OF 
THE MAILBAG 


On the New Format 


S aeener ae on your twenty-fifth 
anniversary issue! I have most of them 
from No. 1 
Mr. Spurr’s article interested me very 
much, and I found Colonel Bennion’s piece 
delightful reading, since I have lived through 
the 1879 conditions he very accurately de- 
scribes. I look forward with interest to your 
1954 forecast, which I have always enjoyed 
because of their absence of bunkum. It 
pleases me greatly to think our “private re- 
lations” are so pleasant after twenty-five 
years. 
—Jupson Kine, 
Managing director, National 
Popular Government League, 
Takoma Park, Maryland. 


‘Tee I received my regular copy of 
Pusiic UTILitizs FortNIGHTLY in its 
new “Twenty-fifth Anniversary” shape and 
style. I congratulate you and others in your 
organization on the new setup. It is handier 
than the old-style volume, better margins and 
other arrangements. 

I am sure that you know I have always 
appreciated your fine magazine and have 
read it continuously since the first issue. 


—F. V. Ruobes, 
Secretary, California Independ- 
ent Telephone Association, 

Santa Monica, California. 


i you for the kind note accompany- 
ing the copy of FortnicHTLy’s Silver 
Anniversary issue. This is a memorable mile- 
stone, both for the very splendid publication 
and for you of its staff to whom great credit 
is due. ; 

I count my friendly acquaintance with you 
and your editorial associates a very special 


privilege and feel specially honored to be 
among your contributors. 
—SaMUuEL H. Crossy, 
Oil and gas consultant, 
Arlington, Virginia. 


WANT to offer a word of praise with re- 
I spect to the new format of the PuBLIc 
Uritities FortNIGHTLY. I think it is a very 
distinct improvement. 

—Rupert E. SHotts, 
Chicago, Illinois. 


* 


Atom Plant Costs 


I HAVE just gotten around to reading the 
November 19th issue of Pusiic UTIL1- 
TIES FORTNIGHTLY and was quite interested 
in your article on page 780 under the heading 
“Washington and the Utilities—Uncle Sam’s 
Atom Power Plant.” In the last paragraph of 
the first section of this article you are com- 
menting on the probable cost of the nuclear 
plant and making a comparison with the cost 
of a conventional power plant, which you 
state to be “$75-$100 per kilowatt.” The 
figure of dollars per kilowatt has long been 
a controversial issue in the industry and de- 
pends on the proper interpretation of many 
factors. 

However, in the light of present-day costs, 
the most optimistic figure being currently 
used is about $150 per kilowatt and many of 
our present-day plants are actually running 
up to $200, plus, per kilowatt. The use of the 
figures which you have quoted in your article 
is certainly misleading and badly distorts any 
comparison that one might make with the 
“estimated” cost of an atomic plant. 

—C. L. Derrick, 
Vice president, The Hartford 
Electric Light Company, 
Hartford, Connecticut. 
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Turning the Heat off Gas Bulls 


HE U. S. Supreme Court’s decision 

to review the Phillips Petroleum Case 
is expected to relieve tension rather than 
indicate any sudden reversal of viewpoint 
on the highest bench. Of course, the 
chances have improved that the court will 
finally reverse the U. S. District Court of 
Appeals and reinstate the FPC order de- 
clining to take jurisdiction over the inde- 
pendent gas producers. 

But such a development is still only a 
chance, according to the unofficial view- 
point expressed among Washington law- 
yers familiar with the controversial litiga- 
tion. It is pointed out that the court might 
have been persuaded to change its own 
mind about reviewing the Phillips Case 
on the basis of pleas by natural gas pro- 
ducers and producing states and the Fed- 
eral Power Commission that its abrupt 
denial of a review could lead to a con- 
fusing if not chaotic situation. 

It had been contended in the arguments 
for granting the review that these parties 
were entitled to a clarifying decision elimi- 
nating uncertainty as to just what they 
were supposed to do, even assuming that 
it was finally decided to require the FPC 
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Washington and 


the Utilities 


to go ahead and exercise jurisdiction over 
the gas producers. 

Certainly, Congress welcomed the res- 
pite which the pending review gives it in 
voting on amendatory legislation which 
would be almost certain to be urged by 
members from gas-producing states as an 
alternative to the Phillips decision. When 
the final decision will come along is vague. 
The court does not ordinarily pass on cases 
during the term upon which argument 
cannot be concluded before mid-April or 
thereabouts. Even if the parties to the 
Phillips appeal can be heard by that time— 
a fair probability at this writing—the de- 
cision would not be likely to be released 
until just about the end of the term early 
in June. Obviously, this would be too close 
to the end of the session to permit the 83rd 
Congress to go into the matter. Both 
Democratic and Republican Congressmen 
seem satisfied to leave it at that, for the 
most part. 


A for the Eisenhower administration, it 
would probably prefer that the U. S. 
Supreme Court take the responsibility if 
the gas producers are to be relieved of 
FPC jurisdiction, rather than let the issue 





WASHINGTON AND THE UTILITIES 


go into a divisive partisan battle in Con- 
gress. And if the court should hold to its 
earlier view by making the FPC go ahead 
with its jurisdictional chores, at least the 
elections next fall will not be out of the 
way before the matter could again go be- 
fore Congress. The Eisenhower adminis- 
tration is caught in the middle between 
political obligations to gas-producing 
states (Kansas and Texas) and its ties 
with traditionally Republican gas-consum- 
ing states (Michigan and Wisconsin), 
which appealed the FPC decision in the 
first place. 


Hinshaw Bill Chances Good 


— of the Hinshaw Bill to re- 
lieve the FPC of jurisdiction over in- 
trastate distributors are likewise relieved 
by notice of a pending review of the Phil- 
lips Case. Although the Hinshaw Bill 
deals with the other end of the pipeline 
and has passed through the House and the 
Senate committees, there was some fear of 
a last-minute attempt to tack a rider on it, 
dealing with exemption of gas producers 
from FPC control. 

Such a thing could have so complicated 
the Hinshaw Bill as to scuttle chances of 
final approval at this session. But now the 
Congressmen from the gas-producing 
states have no argument about the urgency 
for such action, as long as it remains for 
the Supreme Court to say the final word 
for the judicial branch. 

And what are the chances of the Hin- 
shaw Bill? They still seem pretty good in 
the Senate if the bill can be brought to a 
vote. An early attempt to take up the mat- 
ter by unanimous consent was blocked on 
Opposition by Senator Langer (Republi- 
can, North Dakota). This puts the bill 
back on the Senate calendar of controver- 
sial bills. But the outlook is that it will be 
reached some time before the session nar- 
rows into the usual bottleneck for all legis- 


lation created by pressure for adjourn- 


ment. 
a 


Power Project Budget 


pimped Eisenhower asked Congress 
to appropriate $109,544,873 for con- 
struction work on flood control, rivers and 
harbors, and reclamation in the Missouri 
basin during fiscal 1955. The Army Engi- 
neers would get $74,893,873 of the pro- 
posed new money and the Bureau of Rec- 
lamation would get $34,651,000. The re- 
quest for the Engineers is $2,454,967 
greater than they got in fiscal 1954. The 
proposed money for the bureau is $10,- 
083,412 less than it got last year. 

The over-all request is $7,628,445 un- 
der what Congress voted last year. For- 
mer President Truman, who submitted the 
1954 budget, asked for Missouri basin con- 
struction funds of $199,381,000 for the 
two agencies. Mr. Eisenhower did not ask 
for funds for any new projects in the 
basin, which comprises one-sixth of the 
United States. 

The proposed Tuttle Creek reservoir in 
Kansas, which got $675,344 last year, got 
nothing in the 1955 budget. The project 
was scuttled in Congress last spring. The 
largest request was for $27,500,000 to 
continue work on the multiple-purpose 
Garrison dam in North Dakota. Garrison 
was the largest recipient last year, with 
an appropriation of $29,148,741. Other 
requests for the Army Engineers were: 

Navigation projects — Missouri river: 
Sioux City, Iowa, to Omaha, Nebraska, 
$2,000,000; Omaha to Kansas City, Mis- 
souri, $3,300,000; Kansas City to mouth, 
$2,000,000. 

Flood-control projects — Kansas City 
(Kansas and Missouri), $1,248,594 ; Mis- 
souri river agricultural levees, Kansas, 
Missouri, Iowa, and Nebraska, $1,186,- 
207; Missouri river, Kenslers Bend to 
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Sioux City, Nebraska, South Dakota, and 
Iowa, $100,000. 

Reservoir projects — Harlan county, 
Nebraska, $462,407; Fall River basin, 
South Dakota, $96,665. 

Multiple-purpose projects, including 
power—Gavins Point, Nebraska, and 
South Dakota, $11,000,000; Fort Randall, 
South Dakota, $17,000,000; Oahe, South 
Dakota, $9,000,000. 

The largest Bureau of Reclamation re- 
quest was $13,005,000 for the power 
transmission program in Wyoming, North 
Dakota, and South Dakota. The money 
also would help pay for preliminary engi- 
neering, surveys, and investigations for 
development of the transmission system 
consistent with market supply and de- 
mand. Necessary substation additions and 
facilities to serve REA’s and other cus- 
tomers will be made as required. 


Mv portion of construction funds 
in a requested $36,800,000 budget 
for the Bonneville Power Administration 
during fiscal 1955 will apply toward com- 
pletion of transmission lines and substa- 
tions already approved by Congress and 
under construction, William A. Pearl, 
Bonneville Administrator, said recently. 
The proposed construction funds of 
$30,200,000 represent a reduction of $8,- 
666,000 from current year appropriations, 
while requested operations and mainte- 
nance funds of $6,600,000 reflect an in- 
crease of $596,000, it was pointed out. 
Transmission lines and substations al- 
ready approved and under way include 
grid facilities from Grand Coulee and 
Chief Joseph dams to the Puget Sound 
area, and from McNary dam to the Walla 
Walla, The Dalles, and Willamette river 
area. Other funds will provide for start of 
230,000-volt transmission facilities from 
Oregon City to Chemawa, Oregon, facili- 
ties to serve Lewis county and the French- 
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man Hills, which are in Washington, and 
service to new or increased load areas. 


* 
Nine Companies and the 


Colorado 


N™ western power companies told 
Congress last month they are will- 
ing to invest $125,000,000 if they are in- 
cluded in a plan for development of the 
proposed $1 billion Colorado river storage 
project. D. D. Moffatt, assistant vice presi- 
dent of the Utah Power & Light Com- 
pany, Salt Lake City, speaking for the pri- 
vate utilities, presented a 6-point plan at 
a hearing of a House Interior subcommit- 
tee. The plan calls for: 

1. Federal construction of holdover 
reservoirs and power plants. 

2. Federal construction of the back- 
bone transmission tie line connecting ma- 
jor power plants such as Flaming Gorge, 
Echo Park, and Glen Canyon. 

3. Use of the power companies’ exist- 
ing transmission lines, and construction by 
the companies of new lines from the proj- 
ect plants or project interconnecting trans- 
mission tie lines to the load centers of their 
respective systems as may be required to 
market the power. But the government 
would build the lines to load centers not 
within the companies’ general service 
areas. 

4. Contracts with the private companies 
to deliver the power to preference custom- 
ers at “reasonable transmission charges,” 
or contracts with the private companies 
directly with preference customers to sup- 
ply all their power needs. 

5. Federal power not contracted for by 
preference customers would be sold to pri- 
vate companies under terms assuring that 
the cost will not exceed the cost of power 
from alternate sources. 

6. Rates charged by the private compa- 
nies would be subject to state regulation. 





Wire and Wireless 


Communication 


REA Emphasis Turning to 
Phones 


HE Rural Electrification Administra- 

tion may eventually be known as the 
Rural Telephone Administration if the 
trend toward larger appropriations for the 
rural telephone program continues. In his 
budget for fiscal 1955, President Eisen- 
hower asked for more funds for REA’s 
phone program—$75,000,000—than for 
rural electrification loans—$55,000,000— 
plus an additional contingency fund of 
$35,000,000. The electric program will al- 
so have carry-over funds amounting to 
$45,000,000, and an additional $5,000,000 
in rescissions. The $75,000,000 for the 
telephone program represents a 10 per cent 
increase over the $67,500,000 appropri- 
ated for the current fiscal year. Only $592,- 
000 is anticipated as carry-over in this pro- 
gram. 

The shift of emphasis towards rural 
telephone loans has, of course, been noted 
over the past three years. But the annual 
amount of new rural electrification loan 
appropriations has heretofore been so 
large as to obscure the steady increase in 
telephone loan funds. Now, for the first 
time since REA began its telephone pro- 
gram, that aspect of the agency’s activity 
will be in the ascendancy as far as new loan 
appropriations are concerned. If the “Car- 


ry over” log in electrification funds avail- 
able continues as large or larger next year, 
compared with the current fiscal year, 
REA’s main interest will be in the tele- 
phone business. This switch in REA inter- 
est will have some important implications 
to the telephone industry. It means that a 
majority of REA employees must hence- 
forth be trained to devote a greater part 
of their activity towards the spread of 
farm telephones. It should be remembered, 
however, that the law controlling rural 
telephone loans is different from the rural 
electrification part of the REA Act. The 
law requires REA to deal with those fur- 
nishing existing telephone service and to 
avoid duplication if possible. 

If the President’s recommendations are 
approved, REA’s administrative staff 
would be held at about the present size. 
For administrative purposes, the new 
budget calls for $7,085,000. This provides 
for an average of 965 employees, twenty 
less than the present staff. 


¥ 


Employees Mobilized to 
Support Rate Increase 
HE New York Telephone Company is 
placing great emphasis on the part its 
employees can play in drumming up pub- 
lic support for the company’s request for 
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a $68,850,000 rate increase—the largest 
rate case ever to come before the New 
York Public Service Commission. Keith 
S. McHugh, president of the company, 
urged employees to help convince the pub- 
lic of the company’s needs by “talking it 
up” to their friends and neighbors. In an 
interview in the company’s magazine, 
McHugh said, “For one thing, to the aver- 
age customer, the employee he meets or 
talks to for any reason is the telephone 
company. To that customer the employee’s 
voice is the voice of authority on company 
matters, and he will ask his questions of 
the employee he knows or meets.” 


AS proof of the value of employee rela- 

tions with the customer, McHugh 
pointed to a chart showing that customers 
whose telephone friends talk to them about 
the business “have a far more favorable 
attitude toward us than do those whose 
telephone friends don’t talk about the busi- 
ness, or than those who do not know any 
telephone people at all.” The company has 
stressed that its case before the commis- 
sion is as important for employees as cus- 
tomers. 

“There can’t be any question but that 
working for a successful company is a lot 
more fun and has the possibility of a lot 
better rewards than working for one that 
is badly bent or busted,” McHugh said. 
“In the long run the life of an employee— 
whether at craft or management level— 
who works in a growing, expanding, and 
successful outfit dedicated to public serv- 
ice, can be a productive and satisfying one, 
and we know that is good.” 

The company is seeking an increase of 
about 10 per cent in its rates. This would 
involve adding about 75 cents a month to 
a residential customer’s bill and $2 a month 
to a business customer’s bill. The company 
claims that its operation costs have risen 
2.7 times since 1940, while revenues were 
up only 2.2 times. 
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Excise Tax Cut Proposal 
Gaining Support 


_ officials are reported to be 
showing increasing concern about the 
way tax legislation is shaping up in Con- 
gress. Their major worry seems to be that 
Congress will cut excise taxes on some 
items, including telephone bills, far more 
than they think the government can afford 
at the present time. The concern about ex- 
cise cuts stems from the strong support in 
Congress for a proposal advanced by 
House Speaker Martin (Republican, Mas- 
sachusetts). Martin, in a surprise pro- 
posal, said all excises above 10 per cent 
should be brought down to that level, ex- 
cept for liquor and tobacco, and he was 
promptly supported by some Democrats 
and Republicans on the House Ways and 
Means Committee. 

Congressional authorities estimated the 
proposed cuts would reduce revenue by 
$942,000,000 a year at current sales levels. 
However, Speaker Martin said increases 
in sales and employment under the spur 
of such a tax reduction probably would 
prevent any actual revenue loss. He de- 
clared excise rates above 10 per cent are 
“exhorbitant” and are injuring many in- 
dustries. Although he does not expect the 
administration to propose any excise cuts, 
Martin hoped the financial situation would 
be such that the administration would not 
fight such a move by Congress “when the 
time comes.” 

Martin’s proposal would lower to 10 
per cent the present 20 per cent tax on 
furs, jewelry, cosmetics, luggage, women’s 
handbags, movie and other admissions, 
etc., and would also apply to local tele- 
phone calls, domestic telegrams and leased 
wires, and personal transportation, all 
taxed now at 15 per cent. It would slash 
the long-distance telephone rate from the 
present level of 25 per cent. 

President Eisenhower, in his annual 
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Budget Message, did not propose any ex- 
cise changes and asked Congress to cancel 
one billion dollars in excise cuts set auto- 
matically under present law for April 1st. 
Any cuts by Congress, the President said, 
should be offset by increases so that over- 
all revenue from the excise field is main- 
tained at the present levels of $10 billion 
annually. Representative Kean (Republi- 
can, New Jersey), usually an administra- 
tion supporter, said Martin’s proposal was 
“a good objective if the financial situation 
will permit.” He predicted congressional 
approval “if the administration doesn’t 
oppose it very vigorously.” Representa- 
tive Eberharter (Democrat, Pennsyl- 
vania), another Ways and Means Com- 
mittee member, foresaw widespread 
Democratic support. 


> 


New Phone Tax Proposed in 
New York 


\ 7 HILE Congress was preparing to de- 


bate possible cuts in federal excise 
taxes, New York city’s Mayor Wagner 
and his cabinet went into a huddle over a 
proposal to stick a $2-a-year tax on the 
city’s telephones to help finance an ex- 
panded housing program. The imposition 
of the $2 tax, with the proceeds to be ear- 
marked for housing, was recommended in 
a report prepared by the City Planning 
Commission. It would require amendment 
of the Public Housing Law, which now 
permits the city to levy a telephone tax of 
not more than 5 cents a month, or 60 
cents a year, on each instrument. 

New York’s newspapers have not 
greeted the proposal with much en- 
thusiasm. “Such a tax is plainly an an- 
noyance to the whole community,” com- 
plained the Herald-Tribune, and added: 
“We don’t like it.” A spokesman for 
Mayor Wagner said a tax as high as $2 a 
year was unlikely and said that if it 


should be decided to impose any telephone 
tax, it was not likely to exceed the 5 cents 
a month maximum now allowed. 


* 
FCC Proposes New Fees 


HE Federal Communications Com- 
mission proposes to charge radio and 
television broadcasters, electronics manu- 
facturers, radio operators, and telephone 
companies fees ranging from $3 to $1,500 
for applications for government licenses 
and authorizations. The proposal was in 
line with a Budget Bureau directive last 
year that all government agencies issuing 
licenses set fees to cover service cost. 
Under the proposal, the FCC would 
charge $150 for applications to build or 
extend telephone lines and for applications 
by all common carriers for certain ex- 
emptions from commission jurisdiction. 
For applications to acquire or consolidate 
telephone companies, $350 would be 
charged. 
> 


Senate Confirms Lee for 


FCC Post 


HE nomination of Robert E. Lee for 

a 7-year term on the FCC was ap- 
proved in the Senate last month by a vote 
of 58-25. Although some opposition had 
been foreseen, the size of the vote against 
Lee came somewhat as a surprise to many 
observers. His confirmation had been 
recommended by an 11-to-1 vote of the 
Senate Interstate Commerce Committee, 
the only dissenter being Senator Mon- 
roney (Democrat, Oklahoma). Monroney 
based his opposition to the nomination on 
grounds that Lee, whose experience has 
been largely in the accounting field, was 
“not qualified” for the job. The Oklahoma 
Senator won the support of twenty-one 
other Democrats, Morse (Independent, 
Oregon), and two Republicans, Senators 
Aiken of Vermont and Smith of Maine. 
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Advantages of Utility Holding 
Compantes 


— F. CuHILps, vice president of the 
Irving Trust Company, recently acted 
as chairman for a group of some forty 
security analysts who visited the offices of 
five electric utility holding company sys- 
tems in the financial district. This “field 
trip” was part of the general program of 
the Third Eastern Regional Conference 
sponsored by the New York Society of 
Security Analysts. 

The companies visited were General 
Public Utilities Corporation, West Penn 
Electric Company, Southern Company, 
American Gas & Electric Company, and 
Middle South Utilities, Inc. At each office 
the analysts were addressed by chief ex- 
ecutives of the company, and further op- 
portunities for exchange of views were 
afforded by the luncheon and reception. 

Officers of these companies seemed con- 
fident that despite any moderate setback 
in business, they could maintain share 
earnings this year at about the same level 
as in 1953. A trend toward reduction of 
equity financing in 1954 was also indi- 
cated, thus avoiding dilution of share earn- 
ings. Some holding companies are arrang- 
ing to issue bank loans or do other debt 
financing this year as an alternative to 
equity financing. In the past the SEC has 
been opposed to such a policy (except in 
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Financial News 
and Comment 


By OWEN ELY 


several cases where reorganization would 
have been impracticable without retaining 
holding company debt). Now, however, 
the commission is lightening this restric- 
tion, though it still does not favor holding 
company debt of a permanent or burden- 
some nature. 


os the Public Utility Holding Com- 
pany Act was enforced, holding com- 
panies controlled perhaps four-fifths or 
more of the electric utility industry; there 
were only about ten important utility op- 
erating company stocks in the hands of 
the public, plus a number of closely held 
issues of small local companies. It would 
be difficult to compile the exact number of 
holding company stocks held by the public, 
since this varied from year to year, but no 
doubt the list considerably exceeded the 
number of operating company stocks. 
Now the situation is reversed. There are 
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only about nine large, integrated holding 
companies, plus several which are still in 
process of conversion into investment 
companies (United Corporation, Electric 
Bond and Share, Standard Power & Light, 
International Hydro-Electric, etc.). The 
nine integrated systems include the five 
visited by the analysts, plus the two New 
England systems, Texas Utilities and Cen- 
tral & South West. These systems consti- 
tute nearly one-fifth of the electric utility 
industry in the United States. Whether 
any other major holding company systems 
can be created under present conditions 
seems a little doubtful, but the existing 
systems play an important r6le in the util- 
ity economy. 


M®* CHILDs, in an introductory state- 
ment in connection with the tour, 
pointed out their advantages as follows: 

1. Economy of operations through: 

(a) Larger, more efficient units cost- 
ing less per kilowatt to build and less per 
kilowatt-hour to operate. 

(b) Timing and location of plant 
additions to obtain maximum benefits 
of fuel supply. 

(c) Spreading engineering expense 
over several duplicate power units. 

(d) Smaller reserve requirements. 

(e) Use of most efficient generating 
plants. 

(f) Savings in certain corporate and 
financing expenses. 

2. Flexible, reliable, and high-quality 
power supply in the event of an emergency 
and outages for inspection and mainte- 
nance. 

3. Advantages of diversification in the 
many factors which affect an investor’s 
interest in a utility such as territory, load, 
regulation, etc. 

4. Flexibility of financing through the 
many avenues available including the hold- 
ing company as a vehicle for equity financ- 
ing. The systems are thus able to gather 


the funds of many investors throughout 
the country and make them available to 
the local companies to help finance the 
ever-expanding demands of the territory. 

5. Development of top management, 
who can cope with the many problems 
which arise in seeking to supply the con- 
sumers with the best and most reasonable 
service. 

6. Consumers receive the closest atten- 
tion through the local operating compa- 
nies and benefit from the above advan- 
tages. 


AX Mr. Childs pointed out, it has taken 
some time for the new holding com- 
pany systems to become known to the 
broad mass of investors and for the 
prejudices arising from the financial 
abuses of the 1920’s to be eliminated. 
Now, however, the utility holding com- 
pany stocks have achieved a market posi- 
tion similar to that of the operating com- 
panies. 
> 


Forecasting Electric Power 


Growth 


HILIP SPORN, president of American 

Gas & Electric Company and consid- 
ered one of the nation’s leading electrical 
engineers, in a recent address before the 
New York Society of Security Analysts 
at the Downtown Athletic Club, gave a 
very interesting talk about the future po- 
tentials for the electric light and power 
industry and for his own company. In 
this connection a number of charts were 
presented, some of which are reproduced 
on pages 242 and 243. 

Figure 1 gives three forecasts for elec- 
tric power output fifteen years from now. 
The median forecast is 1,290 billion kilo- 
watt-hours, which compares with about 
400 billion in 1952. Figure 3 compares 
electric output and gross national product. 
Figure 4 shows the estimated gains in resi- 
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dential usage, the lower part of the chart 
relating the heavier use of electricity to the 
declining number of domestic servants (as 
well as the lower cost of electricity). Fig- 
ure 18 refers to residential consumption 
as stimulated in future by introduction of 
the heat pump for year-round heating and 
air conditioning. Figures 6 and 20 show 
the upward trend of industrial usage in 
relation to the FRB production index, use 
per man-hour, etc. Figures 5 and 19 are 
of interest to farmers—figure 19 shows 
how much more quickly a pig can be 
readied for market if its temperature is 
kept in a range of 60-70 degrees, presuma- 
bly in an air-conditioned pen. 


¥ 


Excitement over the Atomic 
Battery 


ae investors in utility stocks were 
probably worried by the recent dra- 
matic statement of David Sarnoff, chair- 
man of the Radio Corporation of America, 
regarding the company’s progress in de- 
veloping an “atomic battery” powered by 
a small amount of strontium. The device 
was used to operate an old-fashioned tele- 
graph key, Mr. Sarnoff tapping out the 
following message: “Atoms for peace— 
man is still the greatest miracle and great- 
est problem on this earth.” 

Investors were probably even more dis- 
turbed by the loose editorial comment on 
this development, which might have led 
the uninitiated to assume that utility gen- 
erating plants will soon become obsolete. 
While Wall Street received many anxious 
inquiries, however, it refused to be stam- 
peded into selling utility stocks. The new 
battery is powered with only half a milli- 
gram of strontium of atomic mass 90, a 
radioactive waste product of the nuclear 
reactor. This tiny bit of strontium is cou- 
pled with a transistor-like wafer made up 
of crystals of silicon. According to Wil- 
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liam L. Laurence, science reporter of The 
New York Times, each electron emitted 
by the strontium releases as many as 200,- 
000 electrons in the wafer. 

While the new battery is said to be one 
hundred times more efficient than any pre- 
viously reported radioactive generator, 
however, its usable output of electricity 
amounts to only about one-millionth of a 
watt. Eventually it is estimated that this 
might be stepped up to ten times as much. 
Greater power could of course be obtained 
by placing a number of units in a single 
container, but the strontium for the bat- 
tery as described would cost $25, which 
effectively limits current usage. The more 
immediate uses might be in connection with 
hearing aids, watches, tiny radios, signal 
systems and relays, etc. 


Pepin the new device eventually be used 

for powering all electrical appliances 
for the home? This seems highly improb- 
able. The average household probably 
needs the equivalent of about one kilowatt 
or 1,000 watts available capacity, and 
probably more for peak loads. Thus, it 
would take about one billion of the bat- 
teries as described by Mr. Sarnoff to take 
care of the load requirement of the av- 
erage house. Even if vastly improved, the 
new battery would seem to furnish only a 
small auxiliary supply of power, simila1 
to that supplied by dry cell batteries. 

It remains possible, of course, that some 
new means may be discovered in future of 
producing an electric current directly from 
the beta rays of an atomic reactor, instead 
of having to go through the heat-exchange 
cycle to produce steam, convert this into 
mechanical energy, and the latter into cur- 
rent through the generator. Even in such 
event, it seems probable that any device 
with adequate capacity would be too radio- 
active and dangerous for use in the home, 
but would find its proper place in the util- 
ity power plant. 
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A Questionnaire on Stockholder reports, for their excellent methods of 
presenting statistical data and their well- 


Reports rounded discussion of topics of interest to 

HE stockholders’ reports issued by stockholders. Evidently President Rosen- 
Citizens Utilities Company have re- thal is not content to rest on his laurels, 
ceived prizes in competition with other as he has sent a questionnaire to stock- 


JANUARY FINANCING 


PRINCIPAL PUBLIC OFFERINGS OF ELECTRIC AND GAS 
UTILITY SECURITIES 


Price Under- Offer- 
Ameunt To writing Moody 
Date (Miill.) Description Public Spread Rating 
Mortgage Bonds and Debentures 
$43.4 Detroit Edison Conv. Deb. 34s 1969 .. 100.00 * F A 
35.0 Cons. Edison Ist 3%s 1984 102.77 59C 23 Aa 
20.0 Appalachian El. Pr. Ist 34s 1983 .... 102.82 .50C 3 A 
25.0 Public Serv. Ind. Ist 38s 1984 : 54C i Aa 
20.0 Mich. Con. Gas Ist 38s 1979 ; .65C : A 
30.0 Ohio Ed. Ist 34s 1984 : 59C ; Aa 
Otter Tail Pr. Conv. Deb. 44s 1964 .. : N ; Baa 
Northern Ill. Gas Ist 34s 1979 : .I9N F A 


Preferred Stocks 
Central Ill, Elec. & Gas 4.80% : 2.10N 
.0 Kansas City P. & L. 4.20% : 1.75N 2 
1/21 .0 Towa-Illinois G&E $4.22 j 1.85C : _ 


Earnings- 


»leraraol 


Common Stocks—Subscription Rights 
1/8 25.0 Consumers Power i IG 
1/18 189 Ohio Edison 12C 
1/21 8.3 Northern Indiana Public Service .... 39N 


Common Stocks—Offered to Public 
1/14 7.3 Kansas City Power & Light 32; 1.03N 5.54 : a 


*Not underwritten. a—Reported well received. b—Reported fairly well received. c—Reported issue sold 
somewhat slowly. d—Reported issue sold slowly. e—Ninety-five per cent subscribed by stockholders with 
— all balance taken by employees. f—Results not yet available. C—Competitive bidding. N—Negotiated 
underwriting. 


JANUARY NEW-MONEY FINANCING 
(In Millions) 


Offered to Sold to Sold Total 
Stockholders Public Privately Financing 


$219 $13 $232 
12 7 19 
i, — 59 
$238 $20 $310 


$ 20 $11 $ 31 


Electric Compames 
Bonds 


$ 20 $ 31 
Total Electric and Gas $258 $31 $341 


Source—Irving Trust Company. 
FEBRUARY 18, 1954 





PUBLIC UTILITIES FORTNIGHTLY 


holders containing five specific questions Under queries 4 and 5 are listed the fol- 
as follows: lowing subheads : 

1. Do you think our annual reports con- (a) Company’s annual reports. 
tain too much information or are too (b) Company’s annual report ad 
long? vertisements. 

2. What, if any, general categories of (c) Brokers’ memoranda. 
information are not included in our (d) Company’s stock dividend pol- 
annual reports, which you would like icy. 
to see treated in the future? (e) Advice or recommendation of 

3. With reference to the front covers broker, investment counselor, friend, or 
of our annual reports for the years others (please specify). 

1952, 1951, and 1950, which cover (£) Company’s earnings record. 


did you prefer? Why? 

4. Which of the following most influ- 
enced or was responsible for your de- 
cision to become a stockholder in 
Citizens Utilities Company. (Rank in 


(g) Write-up of company in finan- 
cial statistical services. 

(h) Company’s diversification. 

(i) Other (please specify). 








order of importance if more than This is probably the first instance in 
one. ) which the company has tried to discover 
5. Which of the following most influ- its stockholders’ motives for purchasing 
enced or has been responsible for your its common stock, as well as to try to 
decision to remain a stockholder of ascertain stockholders’ ideas as to the 
Citizens Utilities Company. (Rank in preparation of the annual report. The an- 
order of importance if more than swers to Question 4, if made available, 
one. ) might be of considerable interest. 
DATA ON ELECTRIC UTILITY STOCKS - 
1952 1/27/54 Cur- Share Earnings* Price- on Moody 
Rev. Price Div. rent Cur. % In- 12 Mos. Earns. cay- Bond 
(Mill.) About Rate Yield Period crease Ended Ratio out Rating 
$206 S American Gas & E...... 34 $1.64 48% $2.49** 6% Dec. 13.7 66% — 
27. O Arizona Public Service .... 18 .90 5.0 1.22 12 Nov. 14.8 74 —_— 
7 O Arkansas Mo. Power .... 21 1.10 a2 1.63 21 Sept. 12.9 67 
23S Aantic City Elec ........ 33 150b 4.5 2.05 14 Nov. 16.1 73 Aa 
5 O Bangor Hydro-Elec. ...... 30 180 60 2.06 29 Dec. 14.6 8 — 
3° Black Hills P2& Li. ...... 21 1.28 6.1 2.00 11 Oct. 10.5 64 a 
79 S Boston Edison ............ 51 280 655 2.98 D1 Sept. 17.1 94 ~=Aaa 
5 A Galiforma Elec. Pr. ...... 10 60 6.0 91 NC Oct. 11.0 66 
4° Gaht Orevon Pr. .....55. 27 1.60 5.9 1.70 1 Nov. 15.9 94 A 
BR Asanglina ©. By, osces en's 42 2.004% 4.8 2.99 2 Dec. 14.0 67 A 
21 S Central HudsonG.& E.... 13 70 5.4 85 10 Sept. 153 82 — 
Ss © Gentral 1 Ee G. ...... 29 1.60 3.5 2.29 oe Sept. 12.7 70 A 
25 S Gentral TL fagnt ........ 40 2.20 55 2.73 9 Dec. 14.7 81 Aa 
ee eee Ue ae es 20 1.20 6.0 1.40 1 Sept. 14.3 86 A 
8 O Cent. Louisiana Elec. .... 23 100% 4.3 1.58 8 Dec. 14.6 63 Baa 
25 O Central Maine Power .... 19 1.20 6.3 1.37 D9 Nov. 13.9 88 A 
88 S Central & South West .... 24 116 48 1.65 11 Sept. 14.5 70 — 
8 O Central Vermont P.S..... 15 84 5.6 .94** D18 Nov. 16.0 89 06 OU A 
83 S Cincinnati G. & E. ........ 21 100% 48 152 9 Sept. 13.8 66 Aaa 
5 © Gitizens Utilities ......... 16 40a  5.5a 98 13 Sept. 163 41 Ba 
87 S Cleveland Elec. Illum. .... 55 2.60 4.7 4.05 21 Sept. 13.6 64 &# Aaa 
2 O Colorado Cent. Power .... 23 1.12 49 1.46 14 Sept 158 77 — 
34 S Columbus & S.O.E. ...... 27 1.60 5.9 2.27 15 Sept. 11.9 70 A 
304 S Commonwealth Edison .... 39 180 4.6 2.34 8 Sept. 167 77 ~&# Aaa 
8 A Community Pub. Ser. .... 21 100% 48 1.66 22 Sept. 127 60 — 


FEBRUARY 18, 1954 246 








yI- 


of 


or 


O_o a 





O 
O 
O 
S 
S 
S 
S 
Ss 
S 
A 
Ss 
O 
O 
O 
Ss 
O 
S 
S 
S 
O 
S 
A 
O 
Ss 
O 
S 
Ss 
Ss 
Ss 
O 
S 
Ss 
O 
O 
Ss 
O 
S 
O 
O 
O 
S 
S 
O 
O 
O 
A 
O 
S 
Ss 
O 
A 
O 
S 
A 
S 
O 
O 
O 
Ss 
S 
O 
S 
O 
S 
S 
O 


1/27/54 

Price 

About 
Concord Electric .......... 36 
Connecticut L. & P. ...... 17 
Connecticut Power ....... 40 
Consol, EGiSOn .....20655. 43 
Consol. Gas of Balt. ...... 28 
Consumers Power ........ 39 
1 oh Ge 20 39 
Delaware P. & L. ........ 29 
Detroit ESO .....5006% 30 
TRUC POWE! coccciccccecvcs 41 
Duquesne Light .......... 29 
Eastern Util. Assoc. ...... 31 
Edison Sault Elec. ....... 9 
El Paso Electric ......... 30 
Empire Dist. Elec. ....... 24 
Fitchburg G. & E. ....... 48 
Florida Power Corp. ...... 30 
i eB at 4 De 41 
General Pub. Util. ........ 29 
Green Mt. Power ........ 25 
Gulf States Util. .......... 27 
Prarttora BL... 62s cose. 55 
Haverhill Elec. ........... 40 
ee, 2 29 
Housatonic P. S. ........ 23 
Idaho Power ............ 46 
Illinois Power ............ 42 
Indianapolis P. & L. ...... 41 
Interstate Power ......... 11 
fowa mlec, E&P. 2.2.6... 22 
Towa-Ill.G. & E. .......... 31 
Iowa Power & Light ...... 26 
Iowa Pub. Service ....... 24 
Iowa Southern Util. ...... 22 
Kansas City P.& L. ...... 33 
Kansas Gas & Elec. ...... 40 
oe DS ep. 3) © ar 19 
Kentucky Utilities ......... 20 
Lake Superior D. P. ...... 34 
Lawrence Electric ........ 29 
Long Island Lighting ..... 17 
Louisville G. & E. ........ 43 
Lowell Elec. Lt. ......... 56 
Lc CRE a 2 28 
Madison G. & E. ........ 37 
Maine Public Service ..... 23 
Michigan G. & FE. ........ 32 
Middle South Util. ........ 28 
Minnesota P. & L. ........ 23 
Miss. Valley P. S. ........ 24 
meissoutt P. So ook ssc csss 32 
Missouri Utilities ......... 20 
Montana Power ........... 32 
Mountain States Pr. ...... 18 
New England Elec. ....... 15 
New England G. & E. ... 16 
New Orleans P. S. ...... 41 
Ne rt Electric ........ 36 
N.Y. State BR. & G. ...:. 
Niagara Mohawk Power .. 29 
Northern Ind. P. S. ...... 27 
Northern States Pr. ...... 144 
Northwestern P. S. ...... 15 
Oo 39 
Oklahoma G. & E. ........ 27 
Otter Tail Power ......... 25 
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1/27/54 Cur- ——Share Earnings* 
Price Dw. rent Cur. % Im 12 Mos. E 
About Rate Yield Period crease Ended 


3.12 Sept. 
1.82 
2.85 
2.31 
2.35 
253 


macmc ts. hE. ....6sa605 
eo ok) Dee 
Penn. Power & Light 

Penn. Water & Power 
Philadelphia Elec. ......... 
Portland Gen. Elec. ...... 
Potomac Elec. Power .... 
Pub. Serv. of Colo. ...... 
Pub. Sety, 1 00G. ...05. 
Pub. Serv. of Ind. ........ 
Public Serv. of N. H. .... 
Public Serv. of N. M. 

Puget Sound P. & L. ..... 
Rochester G. & E. ........ 
Rocktand 1.87. ......... 
orp foo By 2k 
San Dieoo G, & FE. ...... 
Scranton Electric 

Siersa Pacthce Pr. ....... 
So. Calif. Edison 

So. Carolina E. & G. ...... 
Southern Colo, Pr. ........ 
Southern Company 

So. indiana ds, @ EH. ....... 
Southern Utah Power 
Southwestern E. S 
Southwestern P. S. ....... 
Tampa Electric 

Texas Utilities 

Toledo Edison 

Tucson G. E. L. & P. ... 
Union Elec. of Mo. ...... 
United Illuminating 

Upper Peninsula Pr. ..... 4 
Utah Power & Light 
Witgiia BOP. on cwccccee 
Washington Water Pr. .... 
West Penn Piec, ........5.. 
West Penn Power 
Western Lt. & Tel. ....... 
Western Mass. Cos. ...... 
Wisconsin Elec. Pr. ...... 
Wisconsin P: &.L. ........ 
Wisconsin Pub. Ser. ...... 
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Foreign Companiest} 
American & Foreign Pr. .. 
Brazilian Trac. L.& P..... 
British Columbia Pr. ...... 
Gatineau Power 
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Quebec Power 

Shawinigan Water & Pr. .. 
Winnipeg Electric 
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B—Boston Exchange. A—American Stock Exchange. O—Over-counter or out-of-town exchange. S— 
New York Stock Exchange. D—Decrease. NC—No comparable figures available. *If additional common 
shares have been recently offered, earnings are adjusted to give effect to the offering. Percentage change 
is in the balance available for common stock. Tax savings resulting from accelerated amortization of defense 
facilities are excluded (when separately reported). **Based on average number of shares. a—Also regu- 
lar annual 3 per cent stock dividend, which is included in the yield. b—Also 5 per cent stock dividend. c— 
Calendar year 1952. #—Also occasional stock dividends. tEstimated (rate irregular or includes extras). 
tTWith exception of American & Foreign Power, these stocks are also listed in Canada, and the Canadian 
prices are here used. (Curb prices are affected by exchange rates, etc.) 
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President Offers Moderate Resources Program 


| penetra Eisenhower’s budget recom- 
mendations for the development of 
natural resources underlined his adminis- 
tration’s “middle of the road” approach 
to domestic issues, recognizing the posi- 
tive role of the federal government in re- 
source development but at the same time 
tying any new programs to the over-all 
fiscal position of the country as affected 
by high expenditures for national defense. 

“To keep the federal financial burden 
at a minimum while defense expenditures 
remain high,” the President told Congress, 
“some improvements and program expan- 
sions which might be desirable have not 
been included in this budget. Emphasis 
has been given to careful planning to in- 
sure sound development of our natural 
resources. Such development should be 
timed, whenever possible, to assist in level- 
ing off peaks and valleys in our economic 
life.” 

The President emphasized, as he has 
done before, the réle to be played by non- 
federal agencies in resource development. 
“To the greatest extent possible, the re- 
sponsibility for resource development, and 
its cost, should be borne by those who re- 
ceive the benefits,” he said. “In many in- 
stances, private interests or state and local 
governments can best carry on the needed 
programs. In other instances federal par- 
ticipation or initiative may be necessary to 


safeguard the public interest and to ac- 
complish broad national objectives.” He 
outlined a billion-dollar program for the 
management and protection of resources 
in fiscal 1955, about three-fourths of 
which will be for flood control, irrigation, 
power, and multiple-purpose river basin 
development. 


a the efforts of his adminis- 
tration during the past year to de- 
velop a sound and uniform national policy 
for conservation, improvement, and use of 
water resources, the President said non- 
federal interests would continue to be en- 
couraged to formulate plans and under- 
take development of water resources, in- 
cluding hydroelectric power, “which are 
consonant with the best use of the natural 
resources of the area.” He pointed to the 
proposed development of the St. Lawrence 
river as “‘an outstanding example” of co- 
operation between state, federal, and in- 
ternational government. “It would also be 
in the public interest for construction to 
be undertaken, on a nonfederal basis, to 
realize the power potential of the Niagara 
Falls site,” he added. 

During the fiscal year 1955, twenty 
projects will be completed or substantially 
completed, including nine for flood con- 
trol, five for irrigation, and six multiple- 
purpose projects with power facilities. 
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The President asked for appropriations 
for three new Bureau of Reclamation 
projects already authorized by Congress, 
and authorizations for two more. In the 
case of one of the projects requiring au- 
thorization, the President stated: 


I have recommended to the Congress 
that provision be made in the legisla- 
tion for repayment within fifty years 
of all reimbursable costs, and that con- 
struction of the project be made con- 
tingent on the assumption by the state, 
together with local organizations, of fi- 
nancial responsibility for reimbursable 
costs beyond the ability of the water 
users to repay. This principle is in line 
with the policy of this administration 
that, to the greatest extent possible, the 
costs of these developments should be 
borne by those who receive the benefits. 


Included in the budget is an initial ap- 
propriation request for $10,000,000 to en- 
able the Army Corps of Engineers and the 
Bureau of Reclamation to co-operate with 
states, local governments, or private 
groups in the development of water re- 
sources. 

TVA has been requested to study this 
question in co-operation with other execu- 
tive agencies. 


sae no appropriations are in- 
cluded in the 1955 budget for new 
power generation units for TVA, the 
President said expenditures would in- 
crease for continuation of construction of 
power plants presently under way, and 
for operation of power plants after they 
are completed. “In order to provide, with 
appropriate operating reserves, for rea- 
sonable growth in industrial, municipal, 
and co-operative power loads in the area 
through the calendar year 1957,” he told 
the Congress, “arrangements are being 
made to reduce, by the fall of 1957, exist- 
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ing commitments of the Tennessee Valley 
Authority to the Atomic Energy Com- 
mission by 500,000 to 600,000 kilowatts.” 
This would release the equivalent amount 
of TVA generating capacity to meet in- 
creased load requirements of other con- 
sumers in the power system and at the 
same time eliminate the need for appro- 
priating funds from the Treasury to fi- 
nance additional generating units. In case 
the power requirements of the Atomic 
Energy Commission cannot be met from 
other sources, the question of additional 
generating units for TVA will be recon- 
sidered. 

In regard to the construction of trans- 
mission facilities by the government, the 
President stated : 


The power policy of this administra- 
tion recognizes the willingness of state 
and local groups to participate in pro- 
viding additional power facilities. 
Where the necessary transmission facili- 
ties are not being provided on reason- 
able terms by other public or private 
agencies, the Department of the Interior 
will construct and operate transmission 
lines that are economically feasible and 
are necessary for proper interconnec- 
tion and operation of federal genera- 
tion plants, and those that are required 
to carry power to load centers within 
economic transmission distances. 

As a result of this policy and the ap- 
proaching completion of transmission 
systems required for carrying out ar- 
rangements for marketing power from 
federal projects under construction, 
combined expenditures of the Bonne- 
ville, Southeastern, and Southwestern 
Power administrations in the fiscal year 
1955 will be less than in 1954. 


A unexpected item in the President’s 
Budget Message was the proposal to 
make the government pay for benefits re- 
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ceived by federal hydro projects from up- 
stream development. Under the Federal 
Power Act, licensees of hydroelectric 
projects which benefit from headwater 
impoundments or other projects, either 
public or private, must make annual pay- 
ments to the upstream developer in ac- 
cordance with benefits received. The fed- 
eral government is not required to make 
similar payments when federal projects 
derive such benefits. “In simple equity,” 
the President said, “this should be done.” 
He recommended legislation which would 
require such federal payments. 


The President also requested legislation 
which would require the Tennessee Valley 
Authority to pay interest on federal in- 
vestment. “In order to carry out the power 
policy of this administration, which re- 
quires an interest charge on the federal 
investment in power facilities to reimburse 
the Treasury for the cost of providing 
funds,” he stated, “a proposal is being 
developed for submission to the Congress 
to provide that an adequate rate of inter- 
est be paid to the Treasury on public funds 
invested in power facilities of the Ten- 
nessee Valley Authority.” 





What Do the Public Power People Really Want? 


os the advent of the Republican ad- 
ministration, there has been a notice- 
able tendency within the electric power 
industry to assume that the reinterpreta- 
tion of the role of the federal government 
in the electric power field, more favorable 
to private enterprise, has removed from 
the scene the threat of federalization of 
all power production. 

There is the possibility, however, that 
there may be, among regulatory commis- 
sions as well as within the electric utility 
industry, some degree of failure to under- 
stand the true nature of the opposition to 
private development of electric power. The 
dispute now raging over the Interior De- 
partment’s new power-marketing policies 
in the Missouri basin offers a case in point. 
As Interior Solicitor Clarence A. Davis 
pointed out recently in testimony before a 
Senate Judiciary subcommittee, “It is... 
apparent that there are profound philo- 
sophical differences as to the proper role 
of the federal government in the economy 
of the electric industry. I think it is ap- 
parent that a large part of the controversy 
grows out of the basic philosophical and 
political differences, of which the power- 


marketing criteria for the Missouri basin 
is only a symbol.” 

Both Davis and Assistant Secretary of 
Interior Aandahl have publicly charged 
that public power groups are seeking a 
complete federal monopoly of power pro- 
duction, through an erroneous interpreta- 
tion of “preference” provisions in federal 
legislation. The charge has been vigor- 
ously denied. 


HE delegates to the recent Miami con- 

vention of the National Rural Elec- 
tric Co-operative Association even went 
so far as to pass a resolution disavowing 
any such intention. The only remaining 
possibility, then, is to draw one’s own con- 
clusions from the frequently stated objec- 
tives of the proponents of public power. 
These objectives were most recently set 
down by Leland Olds, former chairman 
of the Federal Power Commission, at the 
National Electric Consumers Conference 
in Denver last December. 

Olds said: 


First, let us get perfectly clear what 
democracy in the power business means. 


FEBRUARY 18, 1954 





PUBLIC UTILITIES FORTNIGHTLY 


Democracy in the power business is the 
right of the people to undertake this 
public business through their local agen- 
cies : municipalities, districts, and co-op- 
eratives, or any other local agency they 
may choose. In the exercise of this right 
they may conditionally franchise pri- 
vately owned agencies to conduct the 
business. But this does not abrogate 
their right at any time to undertake the 
community’s power business on a pub- 
lic or co-operative basis. As part of the 
exercise of this right, they may obtain 
the assistance of their federal govern- 
ment, where necessary, to assure eco- 
nomical power supply. 


© then went on to outline an electric 
power policy for consumers, presum- 
ably with the approval of those public 
power groups attending the conference. 
On the state and local levels, public power 
groups should promote: 

1. Citizen support for existing munici- 
pal, public utility districts, and co-opera- 
tive electric systems. 

2. Citizen interest in the possibilities of 
community supply of electricity on a pub- 
lic or co-operative basis “where the exist- 
ing private supplier fails to promote rapid- 
ly expanding use of electricity at lower 
rates.” 

3. State legislation to assure freedom 
of communities to finance, acquire, con- 
struct, and operate electric systems on a 
nonprofit basis and to combine into dis- 
tricts for that purpose with a minimum of 
interference from state regulatory bodies. 

4, State regulatory laws making it illegal 
for public utility companies to engage in 
or finance campaigns of any sort to in- 
fluence political action, “or to create pub- 
lic opinion to affect such action,” or to 
charge advertising and public relations ex- 
penses to operating costs for purposes of 
rate regulation. 
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5. Steps to round out public and co-op- 
erative power market areas by acquisition 
or combination or both. 


UCH a program, Olds continued, must 
be actively implemented at the federal 
level, as follows: 

1. Recognition by Congress of federal 
responsibility for that portion of regional 
power supply required to meet expanding 
needs of present or future nonprofit elec- 
tric systems. 

2. Establishment of regional develop- 
ment agencies, following the TVA pat- 
tern, in all regions, including a Missouri 
Valley and Columbia Valley Administra- 
tion: 

(a) recognition of hydroelectric de- 
velopment as one among the several 
primary objectives of multiple-purpose 
river basin programs; 

(b) vesting in such regional authori- 
ties of full control over development of 
water resources of basins under their 
jurisdiction ; 

(c) corresponding limitation on the 
discretion of the Federal Power Com- 
mission to grant licenses for private de- 
velopment without approval by the re- 
sponsible regional authority ; 

(d) provisions allowing regional au- 
thorities to exercise the right of recap- 
ture of hydro developments after ex- 
piration of the license; 

(e) provision for the construction by 
such authorities of steam-electric sta- 
tions and transmission lines; 

(f) provisions corresponding to those 
in the TVA Act covering preference to 
co-ops, assistance to such nonprofit sys- 
tems, and joint acquisition of existing 
utility properties ; 

(g) provision for financing expan- 
sions or acquisitions out of net earn- 
ings or funds derived from revenue 
bonds. 
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3. Full technical and financial support 
for vertical and horizontal expansion of 
the rural electric program, including as- 
sistance to generating and transmission 
co-ops as a supplement to the federal 
power supply program, and removal of 
population limitation on communities 
which rural co-ops may serve. 

4. Establishment by Congress of a Fed- 
eral Giant Power Commission to plan, fi- 
nance, construct, and operate large inter- 
regional wholesale power supply grids in- 
terconnecting federal hydroelectric sys- 
tems, Atomic Energy Commission nuclear 
power plants, local public and co-op gen- 
erating stations, and private electric sys- 
tems. 


ip a commission would construct, 
acquire, or lease power stations and 
transmission lines; contract for operation 
of nonfederal generating stations at its 
direction; give special attention to devel- 
opment of power in connection with large 


reserves of conventional fuels, including 
lignite, to supplement power from other 
sources; co-operate with the Atomic En- 


ergy Commission in the development of 
large, low-cost nuclear power plants. 
Atomic power developed by the federal 
government would be marketed as an ele- 
ment in the general power supply from the 
federal grids. 

5. Legislation rendering it illegal for 
any electric or other utility engaged in in- 
terstate commerce to finance or engage in 
any political activity designed to influence 
political action at the state, local, or na- 
tional level of government, or to create 
public opinion for or against such actions. 
The FPC would enforce this legislation. 
The Internal Revenue Act would be 
amended to forbid charging off expendi- 
tures for advertising, contributions to or- 
ganizations, or other public relations ac- 
tivity, to expenses as deductions for tax 
purposes. 

If the adoption and development of such 
policies would not, taken together, even- 
tually add up to a publicly owned, if not 
a federal, power supply monopoly, it cer- 
tainly isn’t Mr. Olds’ fault. He has evi- 
dently tried his best to make it plain 
enough. 





74 E do have a water problem: Demand is outrunning supply. 
It takes 250 tons of water to make one ton of steel. It takes 


18 barrels of water to produce a barrel of oil. It takes 64,000 gallons 
of water to make a ton of paper. So industry uses more water than 
anything else in the world, and most of it has to be better than 99 
and 44/100 per cent pure. That’s where the trouble comes. During 
World War II, when we were trying to put up new factories every- 
where we could, over three hundred plants had to be moved or 
abandoned just because they could not get the supplies of fresh pure 
water they needed to make their goods. On the West coast, water 
for irrigation is so scarce in some places that engineers are trying 
to figure out ways to build enormous installations to distill fresh 


water from the sea.” 
—ABEL WOLMAN, 


Professor of sanitary engineering, 
Johns Hopkins University. 
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New FPC Policy on 
Bonding Rates 
HE Federal Power Commission has 
adopted a new policy which it said 
would result in “some savings” for nat- 
ural gas companies whose increased rates 
are still subject to refund. 

Under the old policy, companies al- 
lowed to collect suspended rate increases 
subject to refund had to furnish a bond 
as a guaranty that they would refund to 
their customers any portion of the rate 
increase the commission later decided was 
unjustified. The bond was usually equal 
to 10 per cent of the total rate increase 
requested by the company. 

The new policy, however, says that 


> 


The March of 
Events 


companies merely have to file a written 
promise that they will make such refunds. 
This will result in “some savings” for the 
companies which should be of ultimate 
benefit to consumers, the FPC said. It 
made no estimate of exact dollar amounts. 
The commission made public its new 
policy in an order making effective as of 
January 1, 1954, a suspended wholesale 
natural gas rate increase requested by 
Colorado Interstate Gas Company. The 
company wants to boost its rates $6,500,- 
000 a year. Hearings on the proposed in- 
crease were held early last month, but 
were recessed. Colorado Interstate must 
refund, with interest, any amounts the 
commission decides are unjustified. 


California 


Utilities Upheld on 
Franchise Tax 
HE state supreme court last month 
upheld a tax-computing method for 
public utilities which cuts down consider- 
ably on the amount of franchise pay- 
ments the utilities must pay cities and 
counties. 
The court ruled that the clause in fran- 
chise agreements saying the company will 
pay the county or city 2 per cent of its 
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gross receipts does not apply to all the 
money received but just to that amount 
that can be computed as arising from the 
use of the franchise involved. 

The ruling was made in two suits, one 
brought by the city of San Diego and the 
other by the county of Los Angeles. 

San Diego brought suit against the 
Southern California Telephone Corpora- 
tion for taxes on a franchise in Old Town 
for 1944 to 1949. The court held that the 
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company correctly computed its tax at 
$158,670. The city contended it owed 
$421,435. 

Los Angeles county challenged the com- 


5 


putations of the Southern Counties Gas 
Company of California, but the court held 
that the computations had been correctly 
made. 


Colorado 


Tax to Pay Regulatory Costs 


AS to require privately owned pub- 
lic utilities in Colorado to pay 75 per 
cent of the cost of their own regulation 
was introduced in the state legislature late 
last month by Representatives Ernest 
Weinland of Loveland and William Best 
of Denver, both Republicans, and Hackett 
Smartt, Lamar, Democrat. 

Under the bill, a tax not to exceed one- 


Transit Fares Increased 

HE District of Columbia Public Utili- 

ties Commission last month boosted 
Capital Transit Company fares to 20 
cents cash, with tokens five for 80 cents, 
effective January 31st. The commission 
also abolished the weekly pass, ordering 
a new 75-cent weekly permit with un- 
limited rides for 10 cents each. 

Capital Transit had asked the commis- 
sion for 20-cent cash fares, five tokens 
for 95 cents, and elimination of the 
weekly pass. 


* 
District of Columbia 


tenth of one per cent of gross business 
was to be levied against all utilities regu- 
lated by the state public utilities commis- 
sion except truck lines falling under ton- 
mile tax assessment. 

Proponents of the bill said the measure 
would raise enough to meet three-fourths 
of the cost of state public utility commis- 
sion administration. The remaining fourth 
would come from the state’s general fund, 
which now foots the entire cost. 


In a 41-page order covering the whole 
field of local transit conditions, the com- 
mission declared the fare schedule re- 
quested by CTC “would provoke alarm- 
ing public resistance,” force more people 
to use autos, and help to “eventually de- 
feat private (transit) ownership.” 

It was estimated the new fares would 
bring in $1,187,000 additional annual 
revenue, give CTC a net operating income 
of $1,480,630, and a rate of return for 
the company’s District operations of 6.32 
per cent. 


Illinois 


Rehearing Asked on 
Rate Increase 


A PETITION was filed in Springfield re- 
cently, seeking a rehearing by the 
state commerce commission of its order 
of January 16th. The order granted the 
Commonwealth Edison Company a $20,- 
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480,000 annual increase in gas and elec- 
tric rates. 

The new rate increases for Common- 
wealth and its Public Service Company 
division, which were effective with meter 
readings starting February Ist, will not 
apply for service prior to January Ist, the 
company recently advised the commission. 
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Nebraska 


Gas Rates Not to Be Raised 
Pe rates for Omaha householders will 
not be raised, Walter S. Byrne, gen- 
eral manager of the Metropolitan Utili- 
ties District, said recently. But the district 
now will pay an additional $600,000 a 


- 


year for the gas it buys from the Northern 
Natural Gas Company. 

The board of directors, at a recent spe- 
cial meeting, approved accepting a com- 
promise rate increase proposed by the 
Federal Power Commission. 


New Hampshire 


Files for Rate Increase 
HE Public Service Company of New 
Hampshire has filed rates to comply 
with an order recently issued by the state 


public utilities commission, allowing an an- 
nual rate increase of $1,012,227. The de- 


& 


cision ended five months of proceedings 
in which the utility sought to increase its 
revenues by $1,029,086. 

The company serves directly approxi- 
mately 70 per cent of the state’s popula- 
tion. 


Tennessee 


Municipal Utility Tax Studied 


_ to determine the feasibility of 
taxing municipal electric services as 
a means of obtaining additional revenue 
was authorized by the Tennessee County 


> 


Judges Association at a meeting in Nash- 
ville last month. 

The motion authorized the directors of 
the association and the executive secre- 
tary to make the proposed study and re- 
port back at the April meeting. 


Virginia 


Strike Ban Act Upheld 


Sema amd of Virginia’s re- 
vised public utility antistrike act was 
upheld by the state supreme court late last 
month when it rejected a petition for ap- 
peal filed by a bus drivers’ union and sev- 
eral of its employees from a Richmond 


& 
Washington 


Rate Boost Made Permanent 
A TEMPORARY rate increase granted the 
Washington Water Power Company 
a year ago will be continued on a perma- 
nent basis, the state public service com- 
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Circuit Court decree that last June held 
the law “valid in all respects.” 

Under the law, which was revised by 
the 1952 state legislature, the governor 
can order a public utility seized and op- 
erated by the state corporation commis- 
sion if a work stoppage at the utility 
threatens the state’s welfare and safety. 


mission announced recently. Authoriza- 
tion to continue the rate boost was given 
after the commission reviewed the firm’s 
monthly reports and held a hearing in 
Spokane several weeks ago. 





Progress of Regulation 


Hypothetical Capital Structure May Be Adopted 
For Rate-making Purposes 


HE Colorado commission, in consider- 

ing a statewide telephone company’s 
application for a rate order determining 
a rate base and a fair return, observed that 
it was not required to follow any particular 
formula. 

Property held for future use was al- 
lowed as part of the rate base. Similar 
treatment was given plant under construc- 
tion provided that the related interest 
charged to construction was included as 
an addition to income in computing net 
operating earnings. Plant acquisition ad- 
justment (the difference between the pur- 
chase price and the original cost of ac- 
quired property) was not allowed as a 
part of the rate base. 

Separation effected according to the 
procedures set forth in the Charleston 
modification of the NARUC Separations 
Manual were considered proper by the 
Colorado commission. 


The commission stated that a return al- 
lowance should be more than enough to 
pay interest and reasonable dividends. 
After disposing of the cost of capital, 
something should remain to be passed to 
the surplus account. If a company’s 
financial structure does not appear to be 
in the public interest because the debt ratio 
is too low, the commission has authority 
to adopt a hypothetical capital structure 
for rate-making purposes only. 

The return which the commission al- 
lowed was 6.69 per cent and was described 
as “more than the bare cost of capital... 
and . . . sufficient to assure confidence in 
the financial soundness of the applicant 
company, and adequate to maintain its 
credit and to attract the capital necessary 
for the proper discharge of its public 
duties.” Re Mountain States Teleph. & 
Teleg. Co. Application No. 12292, Deci- 
sion No. 41363, October 9, 1953. 


Stock Exchanged on Four-for-one Basis 


Lo New Jersey Board of Public Utili- 
ty Commissioners authorized a water 
company to issue common stock in ex- 
change for presently outstanding common 
stock on a four-for-one basis. The com- 
pany was also authorized to issue bonds 


and preferred stock. The preferred stock 
carried the same voting rights per share 
as the outstanding common stock. This 
was done to finance new construction. 
The company desired to quadruple its 
voting rights under common stock to as- 
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sure continued control by the parent com- 
pany. Without the exchange, a situation 
could develop, according to the commis- 
sion, upon the issuance of a sufficient 
amount of additional preferred stock, with 
similar voting privileges, which would 
confer voting control upon the preferred 
stockholders as a class, by virtue of their 
numerical holdings of shares. It was con- 
sidered reasonable to prevent this. 


Debt Ratio 


The debt capital ratio of the company 
will be 63.9 per cent of total capitalization 
after the proposed transactions are com- 
pleted. The board pointed out that under 
its policy the allowable maximum debt 
capital is usually not more than 60 per 
cent. However, it recognized that the 
company’s financial position is sound, 
that its earning capacity is more than 
ample to cover the carrying charges on 
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its debt as well as required dividends on 
the preferred stock. A considerable in- 
crease in the company’s earning capacity 
is expected to result from new construc- 
tion. Plant additions, other than those 
covered in the present application, would, 
of necessity, be financed from retained 
earnings and/or sales of common stock. 
The increase in equity capital resulting 
from such financing would gradually re- 
duce the ratio of debt capital. 


Redemption Provisions 


The redemption provisions in the bonds 
and preferred stock prohibit redemption 
during the first five years. This was con- 
sidered reasonable and in the public inter- 
est, since it protected the holders against 
any effectual reduction of the dividend or 
interest rate during that 5-year period. 
Re Commonwealth Water Co. Docket No. 
7638, January 6, 1954. 


Construction Costs Reflected in Rate Increase and 
Federal Excise Taxes Criticized 


HE Minnesota commission authorized 

the Northwestern Bell Telephone 
Company to increase rates to yield a re- 
turn of 6.29 per cent. In reducing a larger 
increase requested by the company, the 
commission pointed out that funds col- 
lected in advance and tax accruals could 
absorb a large part of the claimed work- 
ing capital allowance. 


Effect of New Construction on Earnings 


The company must continue a large- 
scale construction program to meet an in- 
creasing demand for service. The commis- 
sion recognized that the company’s earn- 
ings will fall below the rate deemed neces- 
sary to carry on its business and attract 
the capital necessary to finance the con- 
struction unless some consideration is giv- 
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en to the increased investment made by 
the company during the period in which 
the new rates are to be in effect. Conse- 
quently, in prescribing the new rates, the 
commission allowed for the effect of new 
construction on the company’s earnings. 
It was noted that this factor has been 
widely recognized by other commissions, 
and has been discussed recently in the 
1953 Report of the Committee on Valua- 
tion for the NARUC. 


Federal Excise Taxes 


Concerning the heavy excise taxes 
levied by the federal government on tele- 
phone users, the commission said: 


We desire again to emphasize that 
the telephone is an absolute necessity to 
a great many people and that in spite 
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of that, in many instances, it is carry- 
ing a tax that is much larger than the 
tax levied upon articles that are mere 
luxuries. Where the commission finds 
it necessary to increase rates so that the 
telephone company may carry on its 
business and furnish the service de- 
manded by the people, at the same time 
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it must increase the tax obligation of 

every telephone subscriber. The Na- 

tional Association of Railroad and 

Utilities Commissioners has declared 

these taxes to be discriminatory against 

telephone users and grossly unfair. 
Re Northwestern Bell Teleph. Co. M- 
3616, January 8, 1954. 


Nonpaying Guests on Ferry Flights Examined 
By Civil Aeronautics Board 


nN airline operated ferry flights between 
New York and Miami for major 
maintenance. Company employees and 
members of the public were carried on the 
flights as invited guests without charge. 
Aware that some of the guests continued 
south on the airline’s certificated com- 
mercial service, paying regular rates from 
Miami, the Civil Aeronautics Board insti- 
tuted an investigation to determine 
whether the company was furnishing un- 
authorized free and reduced rate transpor- 
tation. 

A common carrier, noted the board, is 
one that invites the patronage of the pub- 
lic by holding itself out as ready and will- 
ing to undertake the transportation of 
passengers or property for hire. The con- 
trolling consideration as to whether there 
has been such a holding out is the avail- 
ability of the carrier’s service, which may 
either be broadcast to the public through 
advertising or just acknowledged upon in- 
quiry. 

The mere fact that passengers are trans- 
ported without charge does not auto- 
matically preclude a finding that the car- 
tier is rendering service as a common 
carrier. Whether or not the passengers pay 
for the transportation is only one element 
to be considered. 

The board summarized its view on the 
airline’s practice in these words: 





Although under the facts before us 
we are compelled to conclude that the 
free transportation in question was not 
performed in violation of the act, we 
must nevertheless express our deep con- 
cern over a practice that results in the 
free carriage of selected members of the 
public on an extensive scale in operations 
over routes of other certificated carriers. 
The potential dangers of free transpor- 
tation and the detrimental effect that its 
granting can have on the public, the 
carriers, and the sound development of 
the transportation system as a whole, 
are matters of history so well known as 
to need no elaboration. As the board 
stated in the Airline Pass Agreement, 
1 CAA 677, 681 (1940): “... To 
restrict the granting of free or reduced- 
rate transportation would appear to be 
distinctly in the public interest. The 
abuses to which the issuance of passes 
are subject are matters of common 
knowledge among those acquainted with 
the history of transportation in its 
various forms.” This is not to say that 
we believe that free transportation by 
air carriers on flights not in air trans- 
portation to a limited extent and in ap- 
propriate circumstances is harmful and 
should be outlawed. On the other hand 
we are firmly convinced that an air car- 
rier should not establish and follow a 
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practice of permitting free carriage in 
connection with the operation of ferry 
flights. Whether further investigation 
of the facts in this proceeding would de- 
velop a record upon which the board 
could and would have to conclude that 
the carriage of guests was unlawful is 
a matter which we cannot answer. How- 
ever, since we are convinced that the 
carrier in this case will take steps to 
restrict its operations in such a manner 
as to remove all possible objection to 
them, we do not believe that it is neces- 
sary or in the public interest to reopen 
the present proceeding for further hear- 
ing. 

The board decided that the transporta- 
tion of the guests who terminated their 
journey at Miami did not constitute sery- 
ice as a common carrier within the mean- 


ing of the Civil Aeronautics Act. The 
flights were called for by legitimate op- 
erational considerations and the carriage 
of passengers was only incidental. There 
had been no showing that members of the 
public other than invited guests were 
aware of the services being rendered, or 
would have been accepted had they known 
and requested the carriage. 

The passengers who continued the 
journey south as revenue-paying pas- 
sengers were regarded differently. The 
board thought this practice was dis- 
criminatory with respect to these pas- 
sengers. It ordered the airline to cease and 
desist from carrying passengers who did 
not terminate their journey at Miami. Re 
Pan American World Airways, Inc. 
Docket No. 5477, Order No. E-7949, De- 
cember 7, 1953. 


Accounting Procedures Prescribed for Facilities Subject 
To Rapid Amortization Certificates 


& a result of a petition filed by the Bos- 
ton Edison Company for instructions 
with respect to accounting for the amorti- 
zation of emergency facilities for which 
necessity certificates have been obtained 
from the Internal Revenue Bureau, the 
Massachusetts Department of Public Utili- 
ties prescribed definite procedures to be 
followed by utilities taking advantage of 
the fast tax write-off. 


Advantage of Program 


The advantage of the program, the de- 
partment said, is that the tax savings dur- 
ing the 5-year rapid amortization period 
will be available for general corporate 
purposes and should result in material sav- 
ings in the cost of interim financing of 
property additions. 

The normal accounting practice of a 
utility would be to show actual taxes ac- 
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crued for payment and actual net income 
for a year. However, such a procedure 
would reflect abnormally low earnings for 
the following years. As a consequence of 
this, the department continued, the inter- 
ests of the customers and security holders 
require that the tax savings be held in re- 
serve to provide for the payment of taxes 
to become due after the amortization 
period. 


During the Five-year Period 


The department instructed the utility 
to treat emergency facilities the same as 
other property for all purposes except in- 
come tax. During the 5-year write-off 
period, the tax savings are to be recorded 
in an account labeled Provision for Future 
Federal Income Taxes and credited to an 
account entitled Reserve for Deferred 
Federal Income Taxes. 
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After the Period 


After the 5-year period the company 
is to charge to this reserve account and 
credit to “Portion of Current Federal In- 
come Taxes Deferred in Prior Years” an 
amount equal to the increase in the fed- 
eral income taxes payable for the year be- 
cause normal depreciation cannot be de- 
ducted. Similar treatment is to be given 
any balance of the reserve related to plant 
retired during any year which plant has 
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been amortized under a necessity cer- 
tificate. 

The department indicated that it would 
expect companies taking advantage of the 
fast tax write-off to provide any pertinent 
data requested and to insert footnotes in 
its annual return to the department setting 
forth the amount of deferred taxes result- 
ing from the accelerated amortization. Re 
Boston Edison Co. DPU 10744, Decem- 
ber 29, 1953. 


Two More States Rule on Accelerated Amortization 


Spe Colorado and Missouri commis- 
sions recently issued instructions to 
specific companies desiring to take ad- 
vantage of the accelerated amortization 
provisions of the Internal Revenue Code. 
The instructions of both states were very 
similar to those already issued in other 
jurisdictions. 


The Colorado Rule 


The Colorado commission directed the 
company to account for property affected 
by a certificate in the same manner as 
other property and to accrue depreciation 
on such facilities at normal rates. During 
the period of amortization the company 
should charge to a special operating de- 
duction account entitled “Account 507-1 
—Provision for Deferred Federal Income 
Taxes,” an amount each year equal to the 
reduction in federal income taxes for such 
year resulting from the accelerated 
amortization, with a corresponding credit 
to a special balance sheet entitled ‘“Ac- 
count 271-1—Earned Surplus Restricted 
for Future Federal Income Taxes.” 

After the 60-month period of rapid 
amortization is completed or discontinued 
by the company, a change should be made 
to the Earned Surplus Restricted Account 
and a credit made to an account entitled 
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“Account 507-2—Federal Income Taxes 
Deferred in Prior Year,” of an amount 
each year equal to one-twenty-fifth of said 
restricted surplus arising from the neces- 
sity certificate. 


The Missourt Rule 


The Missouri commission’s restrictions 
were similar down to the credit to Earned 
Surplus Restricted. This credit under the 
Missouri rule should be made to an ac- 
count entitled “Reserve for Deferred In- 
come Taxes.” After the expiration of the 
5-year period and until this reserve is ex- 
hausted or the facility retired from serv- 
ice, the Missouri commission directed that 
a charge be made to this reserve account 
and a credit made to an account entitled 
“Current Income Taxes Deferred in 
Prior Years,” of an amount equal to the 
increases of income tax resulting from 
the fact that no depreciation could be 
taken on the fully amortized facility. 

However, each year’s charge should be 
not less than an amount which bears sub- 
stantially the same proportion to the bal- 
ance in said reserve that one year bears to 
the scheduled remaining depreciable life 
of said emergency facility. Thus, the Mis- 
souri instruction provides for a varying 
charge to the reserve while the Colorado 
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rule provides for a straight charge to the 
Earned Surplus Restricted of one-twenty- 
fifth of the total amount in said account. 
Re Public Service Co. of Colo. Application 


& 


No. 12631, Decision No. 41748, Decem- 
ber 15, 1953; Re Union Electric Co. of 
Missouri, Case No. 12,498, November 9, 
1953. 


Manager Cuts Telephone Line after Dispute 
Over Delinquent Bill 


aieeneai by about one hundred 
telephone customers of a 225-custom- 
er exchange that service on one line had 
been totally abandoned and that on other 
lines existing service was inadequate were 
investigated by the Colorado commission. 
Testimony indicated that the abandoned 
service was on a road impassable in win- 
ter months and that one of the two cus- 
tomers on the line had been delinquent in 
paying his bills. 

After some argument between the ex- 
change manager and the customer about 
the delinquent bill and about the customer 
deducting from the bill for service out- 
ages, the manager said that if the bill were 
not paid he would cut the line. The cus- 
tomer in effect replied, “go ahead and do 
it,” and the other customer on the line 
acquiesced in this remark. 

The commission, after observing that 
the poles were the property of these two 
customers, ruled that the maintenance of 
the poles would be the customers’ re- 


= 


sponsibility, while the wires would be the 
company’s responsibility. To require the 
company to maintain these poles over a 
snowbound road would be to work a hard- 
ship that was not commensurate with the 
revenues received. 

The commission pointed out that if all 
the customers were to let their bills go for 
several months, the company would go in- 
to bankruptcy. The company had to pay 
its toll bill to the Mountain States Tele- 
phone & Telegraph Company every month 
and could not advance money for this ac- 
count without being reimbursed for it 
promptly. 

While the commission did not censure 
the manager for his unusual action, it 
called his attention to a commission rule 
that service could not be discontinued for 
forty-eight hours after written notice 
had been given to the customer affected. 
Schmidt et al. v. Dunbar (Fleming 
Teleph. Exchange) Case No. 5052, Deci- 
sion No. 41489, November 5, 1953. 


Rates Increased to Attract Capital 


HE Connecticut commission author- 

ized a water company to increase 
rates to yield a return of 5.75 per cent. 
Such a return was deemed sufficient to 
enable the company, after paying all rea- 
sonable expenses, including depreciation 
and taxes, to meet its capital costs, both 
dividend and interest payments, at a rate 
sufficient to attract additional capital. 
Furthermore, the commission said, the 
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new rates would enable the company to 
build a sufficient surplus. 

The nature of a water company’s busi- 
ness is such that technological improve- 
ments are relatively infrequent and un- 
dramatic in effect. For example, by con- 
trast, electric companies frequently bene- 
fit through increased efficiency in new 
generating equipment. Gas companies 
have benefited from the introduction of 

















natural gas. But the water company’s op- 
erating expenses have increased an aver- 
age of 12.5 per cent per year, while op- 
erating revenues have increased only an 
average of 3.6 per cent per year. The com- 
mission gave effect to this trend in fixing 
the return. 


Plant Expansion 


The company is faced with a major 
capital expansion program to guarantee 
an adequate water supply. The project has 
been found to be necessary. The commis- 
sion noted that its fundamental obligation 
is to fix rates which will enable the com- 
pany to earn a fair return on its presently 
used and useful property. This is not 
changed by the need confronting the com- 
pany for large-scale plant expansion in a 





Reduced Electric Rates. Lower rates 
for a merged territory, resulting in a re- 
turn of 5.27 per cent on all electric opera- 
tions, were considered fair and reasonable 
by the Wisconsin commission, because 
customers of the surviving company 
would not be adversely affected, operating 
economies were expected from the merger, 
and continuation of existing rates to cus- 
tomers of the merged company, under a 
single interconnected unit, would probably 
constitute an unreasonable discrimination. 
Re Northern Wisconsin Power Co. 2-U- 
4084, November 20, 1953. 


Alarm System. A company operating an 
emergency signal and alarm system for the 
transmission of emergency messages to a 
central office for conveyance to public of- 
ficials was not in the business of sending 
messages to the public, according to the 
Arizona Supreme Court, but was essen- 
tially in a business of private property 
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Other Important Rulings 


period of poor earnings. Its obligation to 
insure that a utility will have the oppor- 
tunity, under prudent management, so to 
operate its business that the plant which 
the owners have devoted to public service 
will earn a fair return remains the same. 
To do otherwise, the commission said, 
would require it to raise rates to a point 
where they would yield a return higher 
than necessary under existing conditions. 

Major additions in a water company’s 
plant, such as those presently proposed by 
the company, are started far ahead of 
their usefulness, and at large capital costs. 
This large investment is not necessitated 
entirely by existing customers but will 
reach its usefulness in future years. Re 
New Haven Water Co. Docket No. 8872, 
January 12, 1954. 






protection for the benefit of individuai 
property owners and was not a public 
service company subject to governmental 
control and requiring a certificate of con- 
venience and necessity. General Alarm, 
Inc. v. Underdown et al. 262 P2d 671. 


Fast-meter Refund. A New York court 
held that a gas customer who attacked the 
reasonableness of a company’s rule regard- 
ing refunds for overcharges caused by fast 
meters, after substitution of natural for 
manufactured gas, and who, in effect, at- 
tempted to substitute his own formula, 
was required to seek his remedy with the 
commission and not in the courts. War- 
shaw v. Brooklyn Union Gas Co. 125 
NYS2d 309. 


State and Interstate Proceedings. The 
New York commission refused to consider 
a railroad’s application for authority to 
increase fares until a federal rate proceed- 
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ing involving the same railroad was 
terminated. Re Wyer, Trustee, Long Is- 
land R. Co. Case 16556, December 8, 1953. 


Municipal Bus Routes. The New Jersey 
Board of Public Utility Commissioners 
ruled that board jurisdiction over bus 
routes within a municipality, under the 
statute requiring approval of municipal 
consent, applied only where city streets 
were proposed to be used in intrastate 
transportation and not where operations 
were entirely interstate. Green Flyer, Inc. 


v. Somerset Bus Co., Inc. Docket No. 
7690, December 16, 1953. 


Railroad Discontinuance. The rule that 
a railroad’s entire intrastate operation 
should be considered as a whole in deter- 
mining whether an unprofitable branch 
should be discontinued, commented the 
Michigan Supreme Court, does not apply 
where the entire operation is sustaining 
a loss. Chicago, M., St. P. & P. R. Co. v. 
Michigan Pub. Service Commission, 61 
NW2d 24. 
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RE MONTANA-DAKOTA UTILITIES CO. 


MONTANA BOARD OF RAILROAD COMMISSIONERS, 
EX-OFFICIO PUBLIC SERVICE COMMISSION 


Re Montana-Dakota Utilities Company 


Docket No. 4113, Order No. 2419 
November 12, 1953 


PPLICATION by gas and electric utility for authority to 
i \ increase natural gas rates; granted. 


Evidence, § 13 — Presumptions — Conduct of business — Request for rate increase. 
1. The commission’s policy is to look into the manner in which a utility, 
whether private or public, conducts its affairs when a rate increase is re- 
quested, the presumption being that the utility conducts its business with 
economy and efficiency, p. 101. 


Expenses, § 80 — Appliances — Natural gas rate proceeding. 
2. Costs relating to the sale of appliances were properly excluded as an 
operating expense in determining natural gas rates, p. 103. 


Revenues, § 12 — Appliances — Natural gas company. 
3. Income from the sale of appliances was properly excluded as revenue in 
determining natural gas rates, p. 103. 


Apportionment, § 59 — Property outside of state — Natural gas company. 
4. A natural gas company properly allocated the cost of properties situated 
outside the state, but used and useful in serving a certain territory within the 
state in question, by determining the percentage of all gas subject to allo- 
cation that was used in the state and applying the same percentage to costs, 
p. 103. 


Rates, § 194 — Unit for rate making — Separate departments. 
5. Natural gas operation in a particular territory was considered separately 
and apart from a utility’s other business, including electric, steam, and gas 
for other territories, for the purpose of fixing natural gas rates in such 
territory, p. 104. 


Rates, § 207 — Segregation of costs — Natural gas system. 
6. Segregation of natural gas costs may be justified where a utility serves 
two communities under different conditions of cost of investment and service ; 
and the commission has power to prescribe classifications of service, taking 
into account the quantity used, the time when used, and other reasonable 
considerations, p. 104. 


Valuation, § 287 — Working capital — Federal Power Commission formulae — 
Natural gas department. 
7. An amount representing working capital for a utility’s natural gas depart- 
ment, determined according to a Federal Power Commission formula, was 
accepted, p. 105. 
{7] 97 1 PUR 3d 
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Valuation, §30— Methods of determination — Purchase cost — Reproduction 
figures — Natural gas department. 
8. Purchase cost, purchase cost depreciated, and reproduction cost figures 
were considered in determining a utility’s natural gas department rate base, 
p. 105. 


Return, § 24 — Attraction of capital. 
9. A utility must be permitted to earn a fair return on its investment in 
order to pay persons who work within its organization sufficient wages to 
attract competency and to pay sufficient dividends to investors, thereby at- 
tracting new capital, p. 107. 


Valuation, § 39 — Reproduction cost — Recently acquired property — Purchase 
price. 

10. Reproduction cost, though it usually plays an important part in deter- 
mining a rate base, was considered, in determining a rate base for a utility’s 
natural gas district, in light of the fact that all of such property was pur- 
chased two years before the rate proceeding, with the purchase price being 
looked to as the best evidence of value, and, in addition, that reproduction 
cost was not urged vigorously upon the commission, but apparently was 
presented for the purpose of rounding out the picture, p. 107. 


Return, § 101 — Natural gas department. 


11. Proposed natural gas rates that would yield a return of 5.63 per cent 
for a certain district of a utility’s natural gas department were considered 
reasonable, p. 111. 


Service, § 360 — Natural gas — Storage for future use. 


Discussion and approval of natural gas company’s storage of gas for future 
use so that there would be a reduction or an entire elimination of the need 
for expanding facilities to meet peak loads, p. 101. 
Return, § 46 — Income taxes. 
Statement that the commission, in determining rates for a utility’s natural 
gas district, was impressed by the fact that the utility was not liable for either 
state or federal taxes on its present earnings for the district, p. 104. 
Public utilities, § 1 — Purpose of regulation — Service and costs. 
Statement that the ultimate goal sought in public utility regulation is adequate 
service to the largest number of citizens at a reasonable cost, p. 107. 
Return, § 24 — Attraction of capital — Maintenance of credit. 
Discussion of problems faced by a utility termed a fourth rate credit risk and 
commission’s duty to allow a return sufficient. to enable the company to 
establish a desirable credit rating and be able to attract capital, p. 109. 


Parties, § 18 — Attorney general as intervenor. 
Discussion of whether or not the attorney general may elect to advocate or 


contest any petition heard before the commission, in view of the statute 
designating the attorney general as attorney for the commission, p. 109. 


> 


APPEARANCES: Earl H. A. Isensee, Coleman, Jameson & Lamey, Attor- 
Minneapolis, Minnesota, appearing for neys at Law, Billings, appearing for 
the applicant; Arthur F. Lamey, of the applicant. 
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Protestants: William Leaphart, As- 
sistant Attorney General, Helena, 
appearing in protest for public and 
state institutions; Chan Ettien, of 
Morrison, and Ettien, Attorneys at 
Law, Havre, appearing for himself, as 
interest may appear. 


OTHER APPEARANCES: John H. 
Risken, Secretary-Counsel, appearing 
for the board. 


By the Commission: The Mon- 
tana-Dakota Utilities Company, here- 
inafter referred to as the company, by 
a letter dated September 8, 1953, re- 
quested that the Board of Railroad 
Commissioners of the State of Mon- 
tana, ex-officio Public Service Com- 
mission, hereinafter referred to as the 


Present schedule #62-M is: 
First 6,000 cu. ft. per mo 
Next erou. es 
All Over 30000 “ “ “ © 
Minimum Bill—$1.00 per mo. 

Proposed Schedule #62-M-1 is: 
First 6,000 cu. ft. per mo. 
Next i “ “ “ “ 
Next be “ “ oe 
Next f “ ae oe “ 
Next , meee ee) ae 
Over aoa 
Minimum Bill—$1.20 


commission, authorize the said compa- 
ny to increase its rates and charges 
for natural gas service in Belfry, Bill- 
ings, Bridger, Edgar, Fromberg, Joli- 
et, Laurel, Park City, and Silesia, and 
in the immediate vicinity of any of 
them. The increases were to be 
brought about by the commission’s 
permission to adopt General Purpose 
Gas Service Tariff, Schedule #62- 
M-1, which would replace Schedules 
#62-M and #73-M. It was pro- 
posed that service rendered under the 
last two would be combined under 
Schedule #62—M-1. Also submitted, 
and requested approved, was Optional 
Industrial Natural Gas Service Tariff, 
Schedule ++89-M-1, to replace Sched- 
ule #89-M. 


45¢ per Mcf 
32¢ per Mcf 


60¢ per Mcf 
55¢ per Mcf 
40¢ per Mcf 
35¢ per Mcf 
30¢ per Mcf 
25¢ per Mcf 


Present Optional Industrial Natural Gas Schedule #89-M is: 


First 175 million cu. ft. per yr. 

Over 175 “ Re reg 

Minimum Bill—$12,000 per year 
Proposed Schedule #89-M-1 is: 

For all gas consumed 24¢ per Mcf 

Minimum Bill—$20,000 per year 


The Petition 


The company’s request alleged that 
its rate of return on the Billings Divi- 
sion (this includes all of the above- 
mentioned locales) has declined to 
1.55 per cent, based on present fair 
value of the properties as of June 30, 
1953. The new rates would yield a 
return of 5.01 per cent on the same 
basis. It was stated that, until recent- 


15¢ per 1,000 Mcf 
16¢ “ “ “ 


ly, gas supplied the division had been 
received from the Elk Basin Field in 
northern Wyoming, but that this is 
now exhausted, and that new reserves 
had to be acquired in the Big Horn 
Basin, which necessitated a large capi- 
tal investment. It was set forth that 
substantial additional capital invest- 
ment will provide necessary reserves 
in the Worland Area, and will assure 
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the Billings Division an adequate sup- 
ply of natural gas for years to come. 
The company continued that for many 
years the cost of gas delivered into 
the Billings System at Elk Basin was 
4 cents per Mcf, but due to large capi- 
tal investments and prevailing high 
prices for gas from the Big Horn 
Basin, this cost has increased to the 
point where it now costs 16.7 cents 
per Mcf to deliver it into the Billings 
System. All categories of operating 
expenses, including wages, materials, 
and supplies have materially increased 
—~some more than 100 per cent—and 
construction costs for pipelines, com- 
pressor stations, and related facilities 
have more than doubled. Higher 
wages and cost of doing business were 
held responsible for the company being 
compelled to seek increases at this 
time. 

The board assigned the hearing of 


the instant petition for 9:30 o’clock 
A.M., on October 22, 1953, in the City 
Council Chambers in the city of Bill- 
ings, Montana, and the said hearing 
was held, after due notice as prescribed 
by statute, at the time and place desig- 
nated. 


The Company's Case 


The company, through its gas engi- 
neer, presented evidence relative to the 
Baker-Bowdoin Worland Gas System. 
This was depicted in Exhibit #1. 
This is the company’s principal gas 
system. 

In 1951, the company acquired cer- 
tain properties of the Ohio Oil Com- 
pany, the Billings Gas Company, and 
the Rocky Mountain Gas Company, 
which are west and north of Lovell, 
Wyoming, and serve Bridger, From- 
berg, Laurel, and Billings. At the 
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time this property was acquired, there 
was an urgent need for additional gas 
supplies. The Billings Gas Company 
had been receiving a substantial part 
of its supply from the Garland Field 
(west of Lovell) which had not been 
available to the applicant inasmuch as 
it was being reserved to the Ohio Oil 
Company for the production of oil. A 
contract between the Billings Gas 
Company and the Ohio Oil Company 
for this gas was on the point of ex- 
piration at the time of acquisition of 
the properties. This was not renewed, 
thereby eliminating an important 
source of supply as far as the Billings 
Division was concerned. 


Reserves at Time of Acquisition 


At the time of acquisition of the 
properties mentioned, gas was being 
obtained from the Elk Basin Field 
(northwest of Lovell), and reserves 
here were 8 billion cu. ft.; the South 
Elk Basin Field, with remaining re- 
serves of 6 billion, 390 million cu. ft. ; 
the Big Polecat Field (also northwest 
of Lovell) with remaining reserves of 
3 billion, 690 million cu. ft.; the North 
Garland Field, with reserves of 680 
million cu. ft.; and the Northwest Elk 
Basin Field with reserves of 500 mil- 
lion cu. ft. In addition there was a re- 
serve of 6 billion, 976 million cu. ft. 
in the Elk Basin Storage Field, and 
immediately before acquisition there 
was connected a small reserve from the 
South Byron Field (southwest of Lov- 
ell) of 2 billion cu. ft. The testimony 
was that there were approximately 28 
billion cu. ft. of gas available to the 
Billings Gas Company which required 
5 billion cu. ft, per year. The Rocky 
Mountain System, acquired at the 
same time, required one billion cu. ft. 
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per year. Therefore, the then avail- 
able reserves would last for slightly in 
excess of four years. This made it 
necessary to immediately put addi- 
tional gas into the system in order to 
handle the loads. If this had not been 
done, there would have been a shortage 
of gas for the consumers in the Billings 
Division. The situation, therefore, was 
critical, and one that demanded the 
immediate attention of the company. 


New Reserves 


In 1951, a connection was made 
with the Sand Creek Field south of 
Worland, Wyoming, which had a re- 
serve of 10 billion cu. ft., and the Slick 
Creek Field with reserves of 16 billion 
cu. ft. A connection was made from 
the Big Horn Pipeline near the Wor- 
land Compressor Station, which gave 
the company gas reserves in the Little 
Buffalo Basin Field (west of Wor- 
land) of approximately 31 billion cu. 
ft. In August of 1952, a connection 
was made with the West Greybull 
Field (west of Greybull, Wyoming) 
which made available to the Billings 
System 5 billion cu. ft., and reserves 
from the Worland Field of about 40 
billion cu. ft. 

It was also pointed out that an addi- 
tional 65 billion cu. ft. will be available 
from the Garland Field in 1961, under 
the terms of a contract with the Ohio 
Oil Company. 

In summary regarding acquisition 
of new reserves of gas available for the 
Billings System, the company stated 
that it would be between twenty and 
twenty-five years before new sources 
would have to be looked to. This in- 
cludes anticipated growth as well as 
present demand. This is a vast im- 
provement over the 4-year supply 
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available for the Billings gas consum- 
ers at the time the company took over 
management in 1951. Further, at the 
time of acquisition, the company did 
not have the capacity to carry peak 
loads for even one year. 

Evidence was submitted relative to 
what other additions were necessarily 
made subsequent to, or contemporary 
with, the acquisition of the aforemen- 
tioned reserves. Compressors and 
pipe of varying sizes and lengths were 
installed. 


Storage Facilities 


[1] The Little Buffaio Basin Field 
is the farthest distance, by pipeline, 
from Lovell, and in order to bring the 
gas therefrom into the Billings Sys- 
tem, it is necessary to utilize a portion 
of the pipeline from Worland to Lov- 
ell. Approximately 11.5 billion cu. ft. 
of gas have been transmitted through 
this line which were either used, or 
stored for future use in the Billings 
System. Storage in the Elk Basin 
Field “firms up” a supply so that it 
reduces or eliminates entirely the need 
for expanding facilities to meet peak 
loads. The use of the storage basin 
makes possible the use of the facilities 
south of there on a 100 per cent load 
factor basis. It appears obvious to 
the commission that the company was 
exercising sound judgment when it 
elected to utilize storage facilities in 
the manner done, rather than attempt 
to enlarge its facilities to a point where 
peak loads in the Billings Division 
could be met through pipelines. This 
was the more economical of the two 
courses of action available to the com- 
pany, and the savings realized are 
passed on to the ultimate consumer. 

It was brought out in cross-exami- 
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nation that to be able to purchase a 
constant flow of gas from producers in 
the Worland area is an advantage to 
the company as well as the consumer 
because it is more economical to take 
gas in regular amounts and store it for 
use during seasons of heavy demand 
than to take only as requirements dic- 
tate. By so doing, gas that would be 
wasted in the summer is stored for use 
during the winter. No other course 
appears logical to this commission. 

This commission has consistently 
followed the policy of looking into the 
manner in which a utility, whether 
private or public, conducts its affairs, 
especially when that utility requests an 
increase in its rates and charges for 
service to the public. The presumption 
is that it is conducting its business 
with economy and efficiency. Public 
Service Commission v. Tonopah Sew- 
er & Drainage Co. (Nev) PURI915F 
95. As to the particular facet under 
consideration, this presumption is 
bolstered, if not supplanted, by the 
evidence regarding storage of gas for 
future use. The company, in storing 
sufficient reserves of gas for use during 
peak periods, eliminates the possibility 
of having to resort to preferential 
treatment of its customers; that is, it 
is not likely that it will be compelled 
to stop serving industrial users in or- 
der to meet residential demands during 
periods of severe winter weather. The 
company takes gas processed from the 
production of oil, and this was shown 
to be cheaper because it is taken at a 
firm rate or consistent volume. This 
was explained as follows by company’s 
witness, H. M. Fredrickson, as fol- 
lows: 

“Most of the gas which we are pur- 
chasing from the Pure Oil Company 
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and much of the other gas purchased 
in this area is gas produced in connec- 
tion with the production of oil. Actu- 
ally, in the ground much of it is dis- 
solved in the oil and is released when 
the oil is brought to the surface and the 
pressure released. This gas is avail- 
able only when the oil is produced 
since it would not be economical to re- 
lease the gas from the oil resources. 
The conservation of that energy is 
important in the production of that oil, 
and no oil company would sell the gas 
off an oil reservoir.” 

The above statement pertains only 
to wells from which both oil and gas 
are produced. The consistent daily 
volume which the company is required 
to take, and store elsewhere, does not 
generally apply to dry gas fields. In 
those fields, the company has an annu- 
al requirement to meet, and not a daily 
quota. It was testified that the com- 


pany’s facilities were sufficiently ade- 
quate so that, in spite of heavy deliv- 
eries because of contractual arrange- 
ments with the various producers, the 
wasteful process of “flaring” was not 
resorted to. 


Financial Condition 


The company’s Exhibit #2 was its 
balance sheet as of June 30, 1953. 
This showed the condition of the en- 
tire company, and was presented by its 
assistant treasurer. Total “assets and 
other debits” and total “liabilities and 
other credits” amounted to $71,272,- 
222.49. Total long-term debt was 
$32,375,420.25. 

Exhibit #3 was the company’s in- 
come account for the twelve months’ 
period ending June 30, 1953. Operat- 
ing revenue was $18,919,677.06. To- 
tal operating expenses were $15,975,- 
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585.44. Utility operating income was 
$2,944,091.62, and when other income 
was accounted for, this last figure was 
increased to $3,025,789.97. After de- 
ductions, this amount was reduced to 
$1,844,062.01 which was transferred 
to surplus. The commission fully 
realizes that the figures presented here 
are for the company’s entire operation, 
and go far beyond the scope of the sub- 
ject matter under consideration—the 
results for the service rendered in sup- 
plying gas to consumers in the Billings 
Division. 


Billings Properties 


[2-4] The company’s Exhibit #4 
was a statement of its properties as of 
June 30, 1953, which serve the Bill- 
ings Division market in Montana. 
Some of these facilities are situated in 
Wyoming, but they are for the exclu- 
sive purpose of serving the said divi- 
sion. All figures given were based on 
purchased cost. The properties con- 
cerned extend from the Montana-Wy- 
oming state line north to Billings, and 
certan other properties in Wyoming. 
The total plant account was $5,636,- 
791.61. Included herein were prop- 
erties for gathering, field dehydration 
and desulphurization, underground 
storage, transmission and compressor 
stations, transmission, distribution, 
and general categories such as office 
equipment and communciation equip- 
ment. 

The company’s Exhibit #5 was the 
income account for the Billings Divi- 
sion for twelve months ending June 
30, 1953. Total operating revenues 
were $1,908,913. Total operating ex- 
penses were $1,470,353. These figures 
were for the entire division which also 
include certain markets in Wyoming. 
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Income and expenses for the Montana 
portion, the portion for which the in- 
stant rate increase is sought were: 


Total operating revenue 


Total operating expenses 
Depreciation 

General taxes 

Income taxes 


Net operating revenues 


Income from the sale of appliances 
was excluded as was the cost relating 
thereto. This exclusion was correctly 
made. 

In allocating what percentage of the 
properties situated in Wyoming were 
used and useful in serving the Billings 
Division and the consumers concerned 
there, the company did so on the basis 
of gas used in Montana and gas used in 
Wyoming. It was shown that 70.947 
per cent of all the gas in the area sub- 
ject to allocation was used in Mon- 
tana; therefore that amount of the 
costs was also allocated to Montana. 
The division between Montana and 
Wyoming markets was clearly defined. 


The largest single item of cost for 
the Billings System is the gas from 
the lower region in Wyoming flowing 
to the Worland compressor, thence 
through the line to Lovell where it 
enters the Billings System. It was 
estimated that it would be necessary to 
have not less than 15 million cu. ft. per 
day flow through in order to build up 
adequate storage during the summer 
months. This was the value used 
to determine cost of gas flowing into 
the system, some of which goes into 
storage to remain there because the 
level of stored gas is not sufficiently 
high, as yet, in the company’s estima- 
tion. The charge against the Billings 
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System was made, of $875,768.96, the 
gas coming in at Worland and being 
valued according to the rules of the 
Federal Power Commission. This is 
for the twelve months’ period. From 
this was deducted Wyoming’s pro-rata 
share, $66,150.71, because some of the 
gas goes to Lovell, Cowley, and Pow- 
ell, all Wyoming communities. The 
portion charged to Montana was 
$809,618.25, less that transferred to 
storage, © 94,755.80, or a net amount 
of $514,862.45. 

To this net figure was added the 
costs of buying and gathering gas lo- 
cally, $233,174.24; gathering, $10,- 
737.08 ; gas removed from storage $9,- 
071.35. This totaled $767,845 (omit- 
ting pennies), which figure appears on 
Exhibit #5 as Montana’s production 
expense. 

Company’s witness, H. N. Elvig, 
provided the commission with a de- 
tailed explanation of the manner in 
which allocation of costs had been 
made for presentation at the hearing. 
It was shown that by utilizing the 
Worland pipeline system, rather than 
the construction of a complete new 
pipeline system, the company was able 
to operate for the ultimate benefit of 
consumers in the Billings Division be- 
cause of the economy of such an opera- 
tion. 

Further costs were considered, such 
as (1) storage, (2) transmission, (3) 
compression, (4) distribution, (5) 
customers’ accounting and _ collect- 
ing, (6) sales promotion, and (7) 
administrative and general. Items 
(5), (6), and (7) were allo- 
cated between Montana and Wyo- 
ming on the basis of gross reve- 
nues. The amount of deprecia- 
tion, $166,262.00, was computed at 
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the rate of 34 per cent on that portion 
of the property shown in Exhibit #4, 
which is capable of being depreciated. 
It was not applied against right of 
way, storage reservoir, or the gas 
stored in the reservoir, or the cost of 
automobiles. Automobiles are depre- 
ciated on a mileage basis. 

Of substantial interest to the com- 
mission was the fact that the company, 
when its deductions were taken, was 
not liable for either state or federal 
taxes on present earnings on the prop- 
erties for which this increase is sought. 
General Purpose Tariff #62, Indus- 
trial and Commercial Tariff +73-M, 
and Industrial Natural Gas Tariff 
#89-M have all been in effect since 
1944. 

Exhibits #9 and #10 were the 
proposed new tariffs, as set out at the 
beginning of this order. 


Company's Other Properties 


[5,6] Before proceeding further, 
brief comment should be made relative 
to the elimination from the commis- 
sion’s consideration of those parts of 
the company’s business other than that 
with which the petition is concerned, 
namely, the properties used and useful 
in supplying natural gas service to 
customers in the Montana portion of 
the Billings Division. The company is 
engaged in supplying gas to other divi- 
sions, and also electric and steam to 
certain localities. These were not con- 
sidered, other than in a very general 
way in Exhibit #2. The elimination 
of these unrelated services from this 
case follows a well-established princi- 
ple. 

Benjamin v. Great Northern Util- 
ities Co. (Mont 1923) PUR1924B 
705; Re Helena Light & R. Co. 
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(Mont) PUR1925E 1; Re Montana- 
Dakota Utilities Co. (Mont 1949) 78 
PUR NS 33. 

The eliminations were not ques- 
tioned by the protestants. 

This commission has consistently 
maintained the position that public 
utilities can operate several different 
departments, such as gas and electric, 
and can appear before regulatory 
bodies in regard to any one of them, 
separately. It has further maintained 
that portions of one department, such 
as the gas department, may also be 
segregated where allocations of prop- 
erties and costs may be made. A seg- 
regation of natural gas costs has been 
held justified where a utility serves 
two communities under different con- 
ditions of cost of investment and serv- 
ice. Re Santa Maria Gas Co. (Cal 
1921) PUR1922C 22. Under Mon- 


tana law, the commission can prescribe 


classifications of service, taking into 
account the quantity used, the time 
when used, and other reasonable con- 
siderations. (Section 70-115, Re- 
vised Codes of Montana 1947.) 

The situation presented in the in- 
stant case seems to clearly come under 
the observations set forth in the im- 
mediately preceding paragraph. We 
have here a complex network for the 
gathering, transmission, and distribu- 
tion of gas from Wyoming into Mon- 
tana for use in a well-described and de- 
fined portion of the company’s system. 
Of necessity, the company serves both 
Montana and Wyoming communities 
simultaneously through a portion of 
this system. To do otherwise would 
not be economical, and would be evi- 
dence of unsound business practice. 
The manner in which the company 
allocated properties and costs was 
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acceptable to the commission, and the 
figures and results arrived at are rea- 
sonable. 


Rate of Return 


[7,8] The company’s Exhibit #11 
was entitled ‘Rate Base as of June 30, 
1953 and Rate of Return.” The pur- 
chased cost of the plant as of that date 
was $5,636,792. This is the plant in 
the Billings Division which serves the 
Montana portion under consideration. 
Depreciation in the amount of $1,099,- 
709 was deducted leaving a net depre- 
ciated plant value of $4,537,083. To 
this was added working capital (natu- 
ral gas in storage-current; inventory 
one per cent of gross plant ; cash work- 
ing capital) to make a proposed rate 
base of $4,790,557. 


In arriving at these figures, the 
same rate of depreciation, 34 per cent, 
was used for property constructed in 
recent years as was used in the income 
account, and an average condition of 
70 per cent for those properties con- 
structed earlier than 1945. The per- 
centage of condition was applied to 
the depreciable portion of the prop- 
erties, and a 100 per cent condi- 
tion was applied to items that do 
not depreciate such as gas stor- 
age reservoirs and the gas in stor- 
age. A 60 per cent condition 
was applied to automotive equip- 
ment which deteriorates faster than 
other property. The sum total of these 
various depreciations was deducted 
from original cost to give the net de- 
preciated plant figure above. The sums 
arrived at under the heading “Work- 
ing Capital” in Exhibit #11 were 
according to Federal Power Commis- 
sion formulae, and are accepted by this 
commission. 
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The company, by appropriate appli- 
cation of the Montana portion of the 
Billings Division’s net earnings for 
the twelve months’ period ending June 
30, 1953 ($76,044) to the proposed 
rate base arrived at by depreciating 
purchased cost ($4,790,557), showed 
the commission that its rate of return 
on the properties used and useful was 
1.59 per cent. The company presented 
figures on the reproduction cost new 
of the plant and the rate of return was 
greatly reduced. In arriving at a rate 
base, this commission considers all 
possible methods of valuation. In this 
case, purchased cost, purchased cost 
depreciated, and reproduction figures 
were considered. 

The company’s Exhibit #12, en- 
titled “Statement Showing Prospec- 
tive Rate of Return,” was intended to 
inform the commission of what the re- 
sults would have been for the twelve 
months’ period ending June 30, 1953, 
if the rates requested had been in ef- 
fect. Under the presently approved 
rates, as shown by Exhibits 6, 7, and 
8, net income was $76,044 and the rate 
of return was 1.59 per cent, based on 
purchased cost depreciated. 

Exhibit #12 set forth that the esti- 
mated increase in annual revenues 
from the proposed rate revision would 
be $434,523. This was arrived at 
after an intensive study of a 100 per 
cent sampling of meter readings for 
the twelve months ending March 31, 
1953. The total revenue under the 
new rates would have been $1,929,- 
680, or $434,523 over existing reve- 
nues. 

It was pointed out that the first 
thing that happens to these proposed 
revenues is that both state and federal 
governments would participate because 
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of income tax laws. The Montana rate 
is 3 per cent and the federal rate is 
52 per cent, but each of the percent- 
ages is applied after deducting the 
other to make a composite deduction 
of 52.7 per cent. Of this additional 
revenue, then, $228,994 is paid in 
taxes. The remainder of $205,529 is 
the actual improvement in earnings. 
The increase in rate of return on the 
purchased cost less depreciation rate 
base would be 4.29 per cent. When 
this is added to the present rate of re- 
turn on the same rate base, the esti- 
mated future rate of return is 5.88 per 
cent. Extensive cross-examination of 
the company’s witness, H. N. Elvig, 
failed to disclose any errors or im- 
proper items. 

Pursuant to a request by assistant 
attorney general, C. W. Leaphart, the 
company supplied the commission 
with extensive figures showing a 
breakdown of its gas plant located 
within Montana. Figures shown in 
columns 1, 9, and 12 of the breakdown 
are identical with figures shown on 
Table XXII of the company’s 1951 
annual report. The total of $5,101,- 
081.24 in column 10 is comparable to 
the total in Exhibit #4 presented at 
the hearing, which was $5,636,791.61, 
except that the former figure is the 
balance as of December 31, 1951, and 
the total in Exhibit #4 is the balance 
as of June 30, 1953. The principal ad- 
ditions were in transmission mains and 
gas in underground storage. Titles in 
the breakdown were not strictly com- 
parable because they conformed with 
those in the annual report prescribed 
by this commission, and some are com- 
bined. This information has been 
carefully scrutinized by the commis- 
sion and no discrepancies were noted. 
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Company's Need for Relief 


[9] As was previously stated, the 
company has been operating on a 
schedule of rates which were approved 
by this commission in 1944. It is 
common knowledge to all associated in 
any way with the world of finance and 
business that wages and prices have 
been steadily on the rise. This com- 
mission recognizes that increasing 
pressure has been brought to bear on 
the company and its predecessors in 
interest. The income of a public util- 
ity is fixed on the one hand by the rates 
it is obliged to charge, which rate is 
determined by a regulatory body. The 
commission cannot help but appreciate 
the position of this company which 
assumed the burden of serving the con- 
sumers in the Billings Division. In so 
assuming, it was compelled to take up 
where the former owners left off— 
with the same schedule of rates. The 


small margin of profit being realized 
at the time of purchase was necessarily 


diminished because the company 
found it mandatory to cultivate new 
sources of supply. There could be no 
alternative for the company but to 
look to this commission for relief in 
the form of increased rates and 
charges. 

As we have stated in other orders, 
the financially sound public utility is 
as much a part of our economic life 
as any of a number of other segments 
which could be named. To keep it 
sound, it must be permitted to earn a 
fair rate of return on its investment 
so as to be in a position to stand on 
its own feet ; that is, to pay the persons 
who work within its organization suf- 
ficient wages to attract competency 
and to pay sufficient dividends to in- 
vestors, thereby attracting new capi- 
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tal. The ultimate goal sought in pub- 
lic utility regulation is adequate serv- 
ice to the largest number of citizens 
for reasonable cost. To deny the re- 
quested increase would be evidence of 
the commission’s lack of appreciation 
of the facts. 

In the present case, had the Billings 
Gas Company and the Rocky Moun- 
tain Gas Company continued on as 
they had, the sources of gas they had 
would have been thoroughly depleted 
within the next few years. That 
would have left the consumers in the 
serviced area to look to other means. 
Expensive conversions would have 
ensued, and, what is more important, 
the types of fuel available would most 
certainly have been more expensive 
than gas. By taking the steps it did, 
this company guaranteed the consum- 
ers a constant source of supply for the 
next twenty to twenty-five years. 
However, this insurance was not come 
by without capital outlay. 


Reproduction Cost Figures 


[10] The company’s president, Ce- 
cil W. Smith, testified that a study had 
been made to determine what the re- 
production cost new of the properties 
here concerned would be. This was 
said to be $8,432,069. When observed 
depreciation was deducted, the figure 
was set at $6,524,515. To this was 
added working capital of $253,474 
giving a total rate base of $6,777,989. 
When this was applied to present in- 
come, $76,044, the rate of return was 
1.12 per cent. If the proposed rates 
had been in effect, an additional net 
revenue of $205,529 would have been 
realized to give an additional rate of 
return of 3.03 per cent, or a total of 
4.15 per cent. 
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It was stated previously that this 
commission does not ignore evidence 
of reproduction cost new, less depre- 
ciation, when it is offered. It consid- 
ers it to be an important factor in any 
rate determination. In the Tobacco 
River Power Co. v. Public Service 
Commission (1940) 109 Mont 521, 
33 PUR NS 151, 156, 98 P2d 886, 
our supreme court stated: 

“. . The cost of reproduction 
new, less depreciation, is usually re- 
garded as one of the most important, 
if not the dominant, factor, in the de- 
termination of value. Original 
cost, assessment values, cost of repro- 
duction new, prudent investment the- 
ory, public records mentioned in § 
3884, supra, [Mont Rev Codes], and 
opinions of value are all means to an 
end, namely the determination of 
value. . 

The commission notes, however, 
that this case and its presentation are 
unique in two respects: First, the 
purchase of the properties by the com- 
pany in 1951 is of such recent date 
that the purchase price, which was pre- 
sumably fair and well considered by all 
parties, must be looked to as the best 
evidence of the value of the properties 
then purchased, plus the additions 
made to the system thereafter; and, 
secondly, the theory of reproduction 
cost new, less depreciation, was not 
vigorously urged upon the commission, 
but apparently was presented for the 
purpose of rounding out the picture. 
Nor was its introduction strenuously 
objected to by the protestants. 


Acquisition of New Capital 


The company’s vice president, Fred 


R. Gamble, was its final witness. He 
explained the practical problems that 
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face the company relative to securing 
capital. The communities served by 
the company are relatively small, for 
the most part, and the territory is 
sparsely populated. There has been in 
the past a detrimental effect on the 
businesses operating in the territory 
because of mortgage foreclosures and 
other factors ; which has proven to bea 
burden on the company over the years. 
It has been necessary to overcome 
natural prejudices in large money cen- 
ters which resulted in paying more for 
capital of all types. This situation has 
improved during the past fifteen years. 

It was testified that there are three 
types of capital necessary for the prop- 
er operation of the company. First, 
the short-term loan-type of credit ; sec- 
ond, long-term credit or mortgage 
bonds; third, equity-type capital which 
is broken down into (a) preferred and 
(b) common stock. 

To secure term loans, it is necessary 
for the company to go into New York 
money markets where it meets direct 
competition with other borrowers 
from all over the United States. Rates 
at which the money is borrowed here 
are determined in these markets by 
competition. 

The company is a BAA credit risk 
at the present time, which is fourth 
rate credit. First rate is AAA, second 
rate is AA, third rate is A, and fourth 
rate is BAA. The Montana Power 
Company recently secured an A rating 
on an issue of debentures, it was said. 

One of the most vital factors in the 
growth and development of a utility, so 
that it will be able to render adequate 
service, is the proper maintenance of 
its credit. Inquiries from investment 
bankers have been received by the 
company recently which request infor- 
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mation as to why it has been unable to 
maintain its earnings, although its 
gross income has been substantially in- 
creased. 

This commission fully realizes its 
responsibility to allow a utility to earn 
a fair rate of return upon its invest- 


. ment used and useful in supplying serv- 


ice. If it is not permitted to compete 
in the nation’s money markets because 
of a poor showing due to inadequate 
rates resulting in insufficient earnings, 
it will be unable to expand and experi- 
ence growth as it is required. The 
final result is inevitable if the circum- 
stances were so, and that is, the con- 
sumer would have lower rates but an 
undependable service with a very lim- 
ited life expectancy. The present 
money markets are tight, and new capi- 
tal is not easily acquired. Without the 
proposed increases, the company would 
be seriously handicapped to compete 
in these markets, and this inability 
would eventually be reflected in the 
quality of service to the gas-using pub- 
lic. It is only through reasonable 
earnings that the company can expect 
to continue to attract the necessary 
capital to carry on its expansion and 
development program. The Billings 
Division is an example of the need for 
a financially sound utility because it is 
in a state of rapid growth. The utility 
must keep apace of that growth in or- 
der to adequately serve consumers 
there. 


Mr. Gamble pointed out that gas 
was formerly purchased for as little as 
5 cents per Mcf, but that today that 
cost has tripled, and, in some cases, it 
has quadrupled. There is also a pos- 
sibility of a new pipeline being built to 
the Pacific Northwest which will be 
competing for gas in the Worland 


area. The company must be receiv- 
ing sufficient income to allow it to so 
compete. 

Protestants presented no evidence, 
but requested an opportunity to file 
briefs. The commission granted ten 
days in which to file briefs, and ten 
days to the company to reply. No 
briefs were filed by protestants, and the 
company, by letter dated November 
10, 1953, advised that it waived its 
right to file a reply brief inasmuch as 
the protestants had not seen fit to file 
pursuant to their request. 


Attorney General as Protestant 


By § 72-124, Rev Code Mont 1947, 
the attorney general is designated 
attorney for the Board of Railroad 
Commissioners. By § 70-102, the 
board is made ex-officio Public Serv- 
ice Commission of Montana. There- 
fore, the attorney general is the statu- 
torily appointed attorney for the Pub- 
lic Service Commission. 

In the present hearing, the attorney 
general, through one of his assistants, 
appeared as a protestant. Whether he 
may elect to advocate or protest any 
petition heard before this agency is a 
question in the commission’s mind in 
view of the statutes cited above. The 
commission desires, however, to dis- 
pell any doubt which any party might 
have at this time by stating that the 
attorney general was not acting as the 
attorney for the Board of Railroad 
Commissioners, ex-officio Public Serv- 
ice Commission, and that the instant 
appearance was not made at the re- 
quest of the commission. 

From the evidence and for the rea- 
sons stated, the commission makes 
the following: 
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Findings of Fact 


1. That the Montana-Dakota Utili- 
ties Company is a public utility, duly 
authorized to operate and presently 
operating in the state of Montana, fur- 
nishing natural gas service in a num- 
ber of cities and towns in the state. 

2. That the said company is subject 
to the jurisdiction of this commission. 

3. That by a letter dated September 
8, 1953, the said company did petition 
the commission for authority to in- 
crease gas rates and charges for natu- 
ral gas service to the public in Belfry, 
Billings, Bridger, Edgar, Fromberg, 
Joliet, Laurel, Park City, and Silesia, 
to the extent indicated by its schedules 
which are more fully set forth else- 
where in this order. 

4. That the said company has been 
operating under a schedule of rates and 
charges for natural gas service in the 
area concerned which were approved 
in 1944 by this commission. At the 
time of the approval in 1944, the prop- 
erties serving the gas consumers in the 
area were owned by the company’s 
predecessors, the company having 
acquired said properties in 1951. 

5. That a public hearing was con- 
ducted in connection with the said peti- 
tion, after due notice as prescribed by 
statute, commencing at the hour of 
9:30 o’clock a.mM., on October 22, 
1953, in the City Council Chambers in 
the city of Billings, Montana. 

6. That at the time the said com> 
pany acquired the properties under 
consideration, there was an urgent 
need for the acquisition of new gas re- 
serves because of the depleted condi- 
tion of reserves acquired along with 
the purchase of the properties. 


7. That the said company took im- 
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mediate steps to acquire new sources 
for gas, and new reserves were ac- 
quired in various parts of Wyoming 
which will enable the company to con- 
tinue to serve the Billings System for 
from twenty to twenty-five years. The 
estimate includes the anticipated 
growth of the city of Billings from its 
present 50,000 population to approxi- 
mately double that number in the next 
ten years. 

8. That in acquiring new reserves it 
was necessary for the company to ex- 
pand its facilities to a point where the 
cost of gas was necessarily substan- 
tially increased for use in the Billings 
System. 

9. That the storage of gas in the 
Elk Basin Field by the company will 
enable it to take a constant flow of gas 
from those firms with which contracts 
have been made, and will permit peak 
loads to be met during the winter 
months in the Billings System with- 
out the higher cost of increased de- 
mands for gas during the cold months. 
The use of a storage basin makes pos- 
sible the use of facilities to the south 
on a 100 per cent load factor basis. 

10. That the more economical use 
of storage basins enables the company 
to supply gas to the Billings System 
at a lower cost, thereby passing along 
such savings as are realized by the use 
of storage to the ultimate gas consum- 
er. 

11. That the company’s net operat- 
ing revenues for the twelve months’ 
period ending June 30, 1953, for the 
properties under consideration were 
$76,044. 

12. That the purchased cost of the 
plant to the company as of June 30, 
1953, was $5,636,792, which was de- 
preciated by $1,099,709, for a net de- 
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preciated plant value of $4,537,083 to 
which was added working capital to 
make a purchased cost less deprecia- 
tion figure of $4,790,557. 

13. That the commission has con- 
sidered purchased cost, purchased cost 
less depreciation, reproduction cost, 
and reproduction cost less deprecia- 
tion, and all other evidence of value, 
and all other factors in the case, and 
it is its judgment that it should deter- 
mine a present fair value of the prop- 
erty. The commission finds the fair 
value of the property used and useful 
in the service here involved to be $5,- 
000,000 as of June 30, 1953. 

14. That the rate of return on the 
present fair value of this property for 
the twelve months ending June 30, 
1953, was 1.52 per cent, which is en- 
tirely too small a rate of return. 

15. That the adoption of the pro- 
posed new rates will allow the com- 
pany to earn an additional $434,523 of 
which 52:7 per cent is paid in state 
and federal taxes, or $228,994, leaving 
a net increase in revenue of $205,529. 

16. That the new net revenues 
$205,529, permitted to be earned by 
the company by adopting the proposed 
schedules, plus those being earned 
under the present rates, $76,044, will 
furnish a rate of return of 5.63 per cent 
on the present fair value as set forth 
above in Finding #13. 

[11] 17. That the new rate of re- 
turn of 5.63 per cent is reasonable, 
and will allow the company to earn 
sufficient revenues for it to enjoy the 
financial health and integrity which 
are requisite to the successful and eff- 
cient operation of a public utility. 


18. That the proposed schedule of 
rates is not unreasonable, and will not 
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be burdensome to the gas consumers 
of the Billings System. 

19. That increased costs of materi- 
als, equipment, labor and increased 
taxes since 1944 have resulted in high- 
er costs to the utility of furnishing 
natural gas service. 

20. That the allocation of properties 
of the Billings System which are under 
consideration here are entirely proper. 

21. That the present natural gas 
rates are not adequate and do not yield 
a reasonable rate of return to the com- 
pany. 

22. That the adoption of the pro- 
posed rates is necessary for the con- 
tinuance of future reliable natural gas 
service to the public, and therefore 
should be granted and allowed. 


Conclusions of Law 


The commission concludes as a mat- 
ter of law that the rates and charges 
for natural gas service as applied for by 
the Montana-Dakota Utilities Com- 
pany should be, and are hereby, ap- 
proved. 


ORDER 


Now, therefore, at a session of the 
Board of Railroad Commissioners, ex- 
officio Public Service Commission of 
the State of Montana, held in its offi- 
ces in the Capitol, Helena, Montana, 
on November 12, 1953, there being 
present Chairman John E. Henry, 
Commissioner Austin B. Middleton, 
and Commissioner Leonard C. Young, 
there regularly came before the com- 
mission, for final action, the matters 
and things in Docket No. 4113, and 
the commission now being fully ad- 
vised in the premises ; 

It is therefore ordered that the ap- 
plication of Montana-Dakota Utilities 
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Company be, and the same is hereby mail to the applicant and all appear- 

approved, effective December 15, ances herein. 

1953, or with first billing period there- The foregoing order was unani- 

after. mously adopted by the Board of Rail- 
It is further ordered that a full, true, road Commissioners of the State of 

and correct copy of this order be sent Montana, ex-officio Public Service 

forthwith by first-class United States Commission. 





UNITED STATES COURT OF APPEALS, NINTH CIRCUIT 


State of Washington Department 
of Game et al. 


Vv. 
Federal Power Commission 


No. 13289 
207 F2d 391 
October 5, 1953 


PPEAL from Federal Power Commission order authorizing 
A municipality to construct, operate, and maintain hydro- 
electric power project; order affirmed. For commission decision, 

see (1951) 92 PUR NS 79. 


Water, § 20.3 — Power project license — Effect of state laws. 

1. The Federal Power Commission, in authorizing a municipality to con- 
struct and operate a hydroelectric power project, properly acted within the 
scope of its discretion in not requiring the municipality to show compliance 
with state laws regulating the construction of dams, where a compliance 
with those laws would have prevented the development of the project which, 
in the commission’s opinion, was best adapted to a comprehensive plan for 
the development of a concededly navigable stream, p. 117. 


Water, § 2 — Federal regulation of navigable waters — Power projects. 


2. The federal government’s constitutional authority to control the erection 
of structures in navigable waters is superior to that of the state, p. 117. 


Water, § 20.3 — Power project license — Effect of state laws. 
3. State laws cannot prevent the Federal Power Commission from issuing a 
power project license or bar the licensee from acting under the license to 
build a dam on a navigable stream, since the stream is under the dominion 
of the United States, p. 117. 

Appeal and review, § 28.1 — Federal Power Commission orders — Conclusiveness 

of findings. 

4, Federal Power Commission findings are conclusive upon the courts if sup- 
ported by substantial evidence, p. 118. 
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Appeal and review, § 28.1 — Federal Power Commission orders — Independent 


investigation. 


5. The court, reviewing an order of the Federal Power Commission, may 
not retry the controversy, substitute its judgment for that of the commission 
as to any doubtful or debatable questions of fact, or reverse the challenged 
order because the commission has rejected the views of a state as to what 
inferences should be drawn from the evidence, since the commission is 
the agency which weighs the relevance of factual data, p. 118. 


Appeal and review, § 28.1 — Federal Power Commission order — Judicial declara- 


tion of policy. 


6. The court reviewing an order of the Federal Power Commission 
granting a power project license, may not prescribe a policy in relation to 
power projects on navigable waters, p. 119. 


APPEARANCES: Don Eastvold, At- 
torney General, William E. Hicks, 
Harold A. Pebbles, and Lee Olwell, 
Special Assistants Attorney General, 
Olympia, Washington, for petitioners, 
State of Washington. 


Stephen J. Morrissey, Seattle, 
Washington, for petitioner, Washing- 
ton State Sportmen’s Council, Inc., 
Clarence M. Boyle, Corporation Coun- 
sel, Dean Barline, Asst. Corporation 
Counsel, E. K. Murray, Special Coun- 
sel, city of Tacoma, Washington, for 
intervener, city of Tacoma, Washing- 
ton. 

Bradford Ross, General Counsel, 
Willard W. Gatchell and Howard E. 
Wahrenbrock, Assistants General 
Counsel, John C. Mason, Attorney, 
Federal Power Commission, Wash- 
ington, D. C., for respondent. 


Before Stephens, Healy, and Orr, 
CJJ. 


STEPHENS, CJ.: Since 1893, the 
city of Tacoma, a municipal corpora- 
tion in the state of Washington, has 
produced, transmitted, distributed, 
and sold for use electric energy gen- 
erated in its own steam electric and 
hydroelectric plants. On December 
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28, 1948, the city filed with the Fed- 
eral Power Commission an applica- 
tion for a license’ to construct, oper- 
ate, and maintain two dams (one des- 
ignated as the Mossyrock, the other as 
the Mayfield) with appurtenant power 
facilities on a state of Washington 
river known as the Cowlitz. The 
Cowlitz river flows southerly into the 
Columbia river seaward of Portland, 
Oregon. 

The Mossyrock Development is 
proposed to be located 65 miles up- 
stream from the Cowlitz mouth and 
is to comprise a dam rising 500 feet 
above bedrock which will intercept 
the river runoff and store the accumu- 
lated water in a natural reservoir 21 
miles in length. The flow will be 
equated through the dam and through 
a hydroelectric power plant having an 
initial power potential of 225,000 kilo- 
watts and an ultimate potential of 
75,000 more kilowatts. 

The proposed Mayfield Develop- 
ment is to be located 134 miles down- 
stream from Mossyrock and is to con- 
sist of a dam rising 240 feet above 
bedrock, a power plant with an initial 





1Section 4(e) of the Federal Power Act, 
Title 16 USCA § 797(e). 


1 PUR 3d 





UNITED STATES COURT OF APPEALS 


potential of 120,000 kilowatts with an 
ultimate potential of an additional 40,- 
000 kilowatts. 

The Federal Power Commission 
took jurisdiction of the application 
and, in an order issued March 8, 1949, 
8 FPC 748, found that the construc- 
tion and operation of the project would 
affect lands of the United States, that 
the Cowlitz river was navigable be- 
low the site of the proposed dams and 
that their construction would affect 
the interests of interstate and foreign 
commerce. Accordingly, it conclud- 
ed that Tacoma could not legally build 
the dams without a Federal Power 
Commission license.* 

Thereupon the commission ordered 
a public hearing to determine whether 
the license should issue. The “State of 
Washington Departments of Game,” 
of “Fisheries,” and the ‘“‘Wash- 


ington State Sportsmen’s Council, 


Inc.” (a private corporation ), all here- 
inafter to be called “petitioners”, were 
permitted to intervene in opposition to 
the city’s application. The attorney 
general for the state appointed a spe- 
cial assistant attorney general to rep- 
resent all persons not otherwise repre- 
sented whose views were in conflict 
with the State Departments of Game 
and Fisheries. Thus, the state of 
Washington by its attorney general, 
and the people of Washington holding 
views not in harmony with the state’s 
official position, and the applicant city 


of Tacoma were represented at the 
hearing which was had before an ex- 
aminer. 

Having heard the evidence offered 
by the interested parties, the presiding 
examiner issued his ‘Recommended 
Decision” in which he made findings 
of fact with his conclusion that the 
application for license should be de- 
nied because the proposed construction 
would conflict with the comprehensive 
plan* for developing the Columbia 
river basin and for that reason would 
not be best adapted ‘‘for other bene- 
ficial public uses, including recrea- 
tional purposes” ; “because 
“it has not been shown that the devel- 
opment of the Cowlitz river for power 
at this time is such an economic neces- 
sity as to warrant the undertaking 
proposed, so long as that construction 
may be deemed probably injurious to 
the protection and maintenance of the 
valuable runs of anadromous fish [fish 
which return to their spawning 
grounds for spawning] now utilizing 
the river.’”® 

The city of Tacoma, the special 
assistant to the state attorney general 
(opposing the position of the state at- 
torney general), and the commission 
staff counsel filed exceptions to the 
recommended decision. The commis- 
sion ordered oral argument® and sub- 
sequently filed an opinion and order 
granting the license [(1951) 92 PUR 





2 Section add Federal Power Act, Title 
16 USCA § 81 

8 The Fish aa Wildlife Service of the De- 
partment of the Interior has formulated what 
is known as the Lower Columbia River Fishery 
Plan. This plan, which includes within its 
scope the Cowlitz river, contemplates the im- 
provement of the fish runs on the Columbia 
river through the co-operative efforts of Ore- 
gon, Washington, and the United States Fish 
and Wildlife Service in the removal of obstruc- 
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tions to the passage of fish, the abatement of 
pollution, the screening of diversions, and the 
use of hatcheries and fish refuges. 

“The Review Report on the Columbia River 
and Tributaries,” prepared by the Army Corps 
of Engineers, included with approval the Lower 
Columbia River Fishery Plan. 

4Section 10(a), Federal Power Act, Title 
16 USCA § 803(a). 

5 Record on Appeal, pp. 170, 171. 

6 Title 18 CFR § 1.31. 
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NS 79]. We summarize the perti- 
nent findings and conclusions of the 
commission as follows: 

1. The commission reasserts its 
jurisdiction and describes the physical 
characteristics of the project. 

2. The project will increase the 
navigability of the Cowlitz river by 
increasing the average minimum flow 
below the dams. 

3. The reservoirs are easily acces- 
sible by state highway for recreational 
opportunities. 

4. An annual increase of 40,000 
kilowatts in peak load electric energy 
requirements in the Tacoma-Seattle 
area is anticipated. This estimate does 
not include defense activities. 

5. There is a power shortage in the 
Northwest, especially in the Puget 
Sound area. 

6. A 10-year power shortage is an- 
ticipated. Thus, new power sources 
must be developed to supply new loads. 

7. There is no evidence that any 
other hydroelectric project in lieu of 
the Cowlitz project could be con- 
structed as quickly or as economically. 

8. The cost is estimated at $135,- 
000,000 exclusive of fish handling 
facilities. 

9. The cost of fish handling facili- 
ties is estimated at $7,100,000. 

10. The annual value of Cowlitz 
power will exceed the cost of produc- 
tion by at least $1,700,000, based on 
a 2 per cent interest rate. 

11. There will be substantial flood 
control and navigation benefits. 

12. The debt incurred in building 
the project can be retired in a reason- 
able time. 


13. The Lower Columbia River 


OF GAME vy. F. P. C. 


Fishery Plan’ conceived around 1945 
by the Fish and Wildlife Service of 
the Department of the Interior and 
approved by the United States Bureau 
of Reclamation and by the Army En- 
gineers, contemplates individual state 
action with the aid of congressional 
appropriations. 

14. The ladder system of passing 
fish upstream should not be rejected 
although engineering and _ biological 
studies must still be made. 

15. Hauling and trapping should 
be a satisfactory alternate for getting 
fish upstream. 

16. Testing and experimentation 
should make it possible to develop 
means of successfully passing fish 
downstream. 

17. The value of the fish spawning 
above the dams equals the value of 
the fish spawning below the dams. 

18. The fish below the dams will 
not be injured by the dams. 

19. The project is economically and 
financially feasible. 

20. Tacoma is a municipality with- 
in the meaning of § 3(7)® of the act 
and has submitted satisfactory evi- 
dence of compliance with the require- 
ments of all applicable state laws “in 
so far as necessary to effect the pur- 
poses of a license for the project.’® 
Finding No. 53, Transcript of Record 
on Appeal, page 551. 

21. Tacoma has submitted satis- 
factory evidence of financial ability to 
complete the project. 

22. There is no conflicting applica- 
tion. 

23. Due notice has been given to all 
interested parties. 

24. “Under present circumstances 





7 See footnote 3, supra. 
8 Title 16 USCA § 796(7). 
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8 Cf. Section 9(b), Federal Power Act, Title 
16 USCA § 802(b). 
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and conditions and upon the terms and 
conditions hereinafter included in the 
license, the project is best adapted to 
a comprehensive plan for improving 
or developing the waterway involved 
for the use or benefit of interstate or 
foreign commerce, for the improve- 
ment and utilization of water-power 
development, for the conservation and 
preservation of fish and wildlife re- 
sources, and for other beneficial public 
uses including recreational pur- 
poses.”?° Finding No. 59, Transcript 
of Record on Appeal, page 552. 

Petitioners sought a rehearing, but 
it was denied. Thereupon, they 
sought review in this court." 

It is provided in the Federal Power 
Act that: 

“$9. Each applicant for a license 
under this chapter shall submit to the 
commission— 


“(b) Satisfactory evidence that the 
applicant has complied with the re- 
quirements of the laws of the state 
. within which the proposed 
project is to be located with respect to 
bed and banks and to the appropria- 
tion, diversion, and use of water for 
power purposes and with respect to the 
right to engage in the business of de- 
veloping, transmitting, and distribut- 


ing power, and in any other business 
necessary to effect the purposes of a 
license under this chapter. a 

Those opposing the application 
challenge the authority of the commis- 
sion to issue a license upon the ground 
that the quoted section has not been 
complied with, in that: 

1. Tacoma has not obtained from 
the State Supervisor of Hydraulics a 
permit for the diversion of water as 
required by Chap 112, § 46, State of 
Washington Laws of 1949. 

2. Tacoma has not obtained the 
written approval of the State Direc- 
tors of Fisheries and of Game as to 
plans and specifications for the proper 
protection of fish life in connection 
with the construction of the dams as 
required by Chap 112, § 49, State of 
Washington Laws of 1949. 

3. Both of the proposed dams ex- 
ceed the 25-foot height limit which 
the Washington legislature put upon 
the construction of dams on the Cow- 
litz river or on any stream of the state 
tributary to the Columbia river down- 
stream from the McNary dam and 
within the migratory range of 
anadromous fish. The Columbia Riv- 
er Sanctuary Act, Chap 9, $1, State 
of Washington Laws of 1949. 

The rationale of the objectors’ con- 
tentions has already been considered 





10Cf. Section 4(e), Federal Power Act, 
Title 16 USCA § 797(e), second proviso, and 
§ 10(a), Federal Power Act, 16 USCA § 803 


(a). 
11 Section 313, Federal Power Act, 16 


USCA §825/, (a), limits rehearings to 
“any person, state, municipality, or state 
commission aggrieved by an order issued 
by the commission.” And it confines re- 
view by this court to those who have 
applied for rehearing. Thus, as Tacoma 
contends in its brief, petitioners are not prop- 
erly before this court unless they fit one of the 
categories listed in § 825/ (a), as defined by 
§ 796, Title 16 USCA. 
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Initially we note that this court has juris- 
diction because the Washington State Sports- 
men’s Council, Inc., one of the petitioners, is 
a person within the definition of § 796(4), 
since it is a corporation. The State of Wash- 
ington Department of Game and the State of 
Washington Department of Fisheries are 
proper parties since they represent certain 
interests of the state of Washington in this 
controversy. All are “parties aggrieved” since 
they claim that the Cowlitz project will de- 
stroy fish in which they, among others, are 
interested in protecting. 
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and rejected by the Supreme Court in 
First Iowa Hydro-Electric Co-opera- 
tive v. Federal Power Commission 
(1946) 328 US 152, 90 L ed 1143, 63 
PUR NS 193, 66 S Ct 906. In that 
case the United States Supreme Court 
analyzed §9(b) in the light of an 
Iowa statute which prohibited the 
building or maintaining of a dam on 
any navigable stream of the state of 
Iowa without a permit from the execu- 
tive council of the state. In order to 
obtain a state permit, an applicant was 
required to comply with state regula- 
tion of the project. The Supreme 
Court held that the Iowa licensing pro- 
visions were in direct conflict with the 
Federal Power Act, and that if a state 
license were a “condition precedent to 
securing a federal license for the same 
project under the Federal Power Act 
‘ the executive council of Iowa 
[would possess] a veto power over 
the federal project. Such a veto power 
easily could destroy the effectiveness 
of the federal act.” 328 US at p. 164, 
63 PUR NS at p. 199, 66 S Ct at p. 
911. Indeed, if §9(b) were con- 
strued to require compliance with state 
laws in every instance, it would make 
every application to the Federal Power 
Commission subject to state control 
in direct contradiction to the con- 
gressional mandate that the project 
be subject to “the judgment of the 
commission.”"* Therefore, the Su- 
preme Court concluded, §9(b) does 
not in itself require compliance with 
state law; it only empowers the com- 
mission to require such evidence of 
compliance with state law as, in the 
commission’s judgment, would be 


“appropriate to effect the purposes of 
a federal license on the navigable 
waters of the United States.” First 
Iowa Hydro-Electric Co-operative v. 
Federal Power Commission, supra, 
328 US at p. 167, 63 PUR NS at p. 
200, 66 S Ct at p. 913. 

[1,2] The commission in our case 
acted within the scope of its discretion 
in not requiring Tacoma to show com- 
pliance with the laws of the state of 
Washington regulating the construc- 
tion of dams in Washington, because 
compliance with those laws would 
have prevented the development of the 
Cowlitz project; and in the opinion 
of the commission of the Cowlitz proj- 
ect was ‘‘best adapted to a comprehen- 
sive plan” for the development of a 
concededly navigable stream. The 
federal government’s constitutional au- 
thority to regulate commerce and 
navigation includes the “power to con- 
trol the erection of structures in navi- 
gable waters,” United States v. Appa- 
lachian Electric Power Co. (1940) 
311 US 377, 405, 85 L ed 243, 36 
PUR NS 129, 61 S Ct 291, 298. The 
federal government’s power over navi- 
gable waters is superior to that of the 
state. McCready v. Virginia (1877) 
94 US 391, 24 L ed 248. 

[3] The objectors further contend 
that Tacoma, as a creature of the state 
of Washington, cannot act in opposi- 
tion to the policy of the state or in 
derogation of its laws. 

Again, we turn to the First Iowa 
Case, supra. There, too, the appli- 
cant" for a federal license was a crea- 
ture of the state and the chief opposi- 
tion came from the state itself. Yet, 





12 Title 16 USCA §803(a), §10(a), Fed- 
eral Power Act. 

13 See Williams v. Baltimore (1933) 289 
US 36, 77 L ed 1015, 53 S Ct 431. 
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14 First Iowa Hydro-Electric Cooperative, a 
co-operative association organized under the 
laws of Iowa. 
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the Supreme Court permitted the ap- 
plicant to act inconsistently with the 
declared policy of its creator, and to 
prevail in obtaining a license.”® 

Consistent with the First Iowa Case, 
supra, we conclude that the state laws 
cannot prevent the Federal Power 
Commission from issuing a license or 
bar the licensee from acting under the 
license to build a dam on a navigable 
stream since the stream is under the 
dominion of the United States. How- 
ever, we do not touch the question 
as to the legal capacity of the city of 
Tacoma to initiate and act under the 
license once it is granted. There may 
be limitations in the city charter, for 
instance, as to indebtedness limita- 
tions. Questions of this nature may 
be inquired into by the commission as 
relevant to the practicability of the 
plan, but the commission has no power 
to adjudicate them.” 

[4,5] We turn now to a considera- 
tion of the petitioners’ attack upon the 
findings of the commission. We will, 
of course, set aside an order of the 
commission if we find that it is not 
based upon findings of fact which are 
supported by substantial evidence.” 
But to the extent that the findings of 
the commission are “supported by sub- 
stantial evidence, [they are] conclu- 
sive.”"7 In reviewing an order of the 
commission, “this court may not re- 
try the controversy, substitute its 
judgment for that of the commission 
as to any doubtful or debatable ques- 


tions of fact, or reverse the challenged 
orders because the commission has 
rejected the views of the state 

as to what inferences should be drawn 
from the evidence. The commission 
‘is the agency which weighs the rele- 
vance of factual data.’ See National 
Labor Relations Board v. Stowe Spin- 
ning Co. (1949) 336 US 226, 231, 93 
L ed 638, 69 S Ct 541, 545.” Towa v. 
Federal Power Commission (CA8th 
1949) 82 PUR NS 172, 179, 178 F2d 
421, 427, certiorari denied (1950) 
339 US 979, 94 L ed 1383, 70 S Ct 
1024. 


Petitioners concentrate their attack 
upon what we shall classify as two 
groups of findings: 

1. The necessity of the dams to 
alleviate a power shortage in the 
Northwest. 

2. The effect of the dams upon the 
fish runs in the Cowlitz river. 

First, as for the necessity of the 
dams: It is common knowledge that 
there was a power shortage in the 
Northwest in the winters of 1947, 
1948 and 1948, 1949, and that the 
further expansion of other power fa- 
cilities in the Northwest which peti- 
tioners stress must be weighed against 
the continued growth of industrial 
activity in the area, and that in years 
of low rainfall the capacity of all hy- 
droelectric plants is curtailed. And 
national defense is a prime element 
for the commission’s consideration. 
In short, an estimated necessity for 





15 First Iowa Hydro-Electric Co-operative 
v. Federal Power Commission (1946) 328 US 
152, 90 L ed 1143, 63 PUR NS 193, 66 S Ct 
906; Iowa v. Federal Power Commission 
(CA8th 1949) 82 PUR NS 172, 178 F2d 
421, certiorari denied (1950) 339 US 979, 94 
L ed 1383, 70 S Ct 1024. 

15a See Tacoma v. Taxpayers of Tacoma, 
No. 32,411, Oct. 14, 1953, which is now pend- 
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ing before the supreme court of the state of 
Washington (262 P2d 214.) 

16 Pacific Power & Light Co. v. Federal 
Power Commission (CCA9th 1938) 25 PUR 
NS 458, 98 F2d 835, affirmed (1939) 307 US 
156, 83 Led 1180, 28 PUR NS 93, 59 S Ct 766. 

17Section 313(b), Federal Power Act, Title 
16 USCA § 825! (b). 
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electric energy, quantitatively speak- 
ing, must not be determined alone 
upon present demand projected into 
the future in accordance with normal 
circumstances. Paradoxically, abnor- 
mality is the normal of the day we 
live in. 

The Cowlitz project is but 60 miles 
from Tacoma, and will permit of a 
much shorter transmission distance 
than any of the other existing or pro- 
posed hydroelectric developments. 
And while steam electric plants can 
be built which would aid in Tacoma’s 
electrical needs, we have no part in 
the decision which Tacoma has arrived 
at and which the commission has 
agreed with as to the desirability of 
one source of electric energy over the 
other. Nor can we weigh the bene- 
fits of flood control, improved naviga- 
tion of the Cowlitz, and accessibility 
of recreational areas. There is sub- 


stantial competent and persuasive evi- 
dence on these subjects. 


We must now consider the fate of 


the fish on the Cowlitz river. Herein 
lies the chief concern of those who 
object to the construction of the dams. 
They contend that the project will de- 
stroy the runs of spring Chinook 
salmon, fall Chinook salmon, silver 
salmon, steelhead trout, cutthroat 
trout, and smelt which use the 
Cowlitz as spawning grounds. They 
point out that to pass each of the 
dams, the fish will have to climb 
ladders of 325 feet at Mossyrock, and 
185 feet at Mayfield, each of which is 
considerably higher than the Bonne- 
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ville dam’s ladder of 67 feet, the high- 
est dam over which migratory fish 
have been successfully passed to date.”® 
They further argue that, even if some 
fish should manage to reach their 
spawning grounds above the dams, 
their number would be greatly de- 
pleted; and furthermore, the finger- 
lings, when hatched, would face the 
further task of avoiding destruction in 
the hydroelectric penstocks in their 
journey to the sea to mature and, in 
their time, to return in the mysterious 
cycle of perpetuating the species. 

There is evidence that only one- 
half of the fish spawn above the dam 
sites, and elaborate plans are contem- 
plated by the city and required by the 
commission’s order looking to the safe 
transmission of the fish to the spawn- 
ing areas above the dams. 

[6] As we see it, it is not within 
our jurisdiction to prescribe a policy. 
The federal government has the juris- 
diction over navigable rivers and it is 
within the power of the Congress and 
the Executive to prescribe the policy 
in relation thereto. If the dams will 
destroy the fish industry of the river, 
we are powerless to prevent it. It is 
admitted that the fish industry on the 
river is an important one and every 
known method should be used to pre- 
serve it. If it is the law (and we are 
not holding one way or another) that 
the commission is held to the use of 
discretion in its requirements as to the 
preservation of any use to which a 
navigable stream is currently being 
put, we hold that the commission has 





18 Because the electric energy plants of the 
northwestern states produce little or no energy 
beyond their everyday demands, the major 
systems have entered into a “power pool” by 
interconnecting their distributing lines. By 
this arrangement an unusual demand upon any 
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one plant may be met by the transfer of energy 
from another plant. The city of Tacoma is an 
integral member of the “pool.” 

19 The McNary dam, now nearing comple- 
tion, will require migratory fish to climb about 
ninety feet by means of ladders. 
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given the subject of the fishing indus- 
try due consideration and has not 
abused its discretion. 

There is ample evidence to sustain 
the commission in the exercise of its 
judgment that the Cowlitz project is 
“best adapted to a comprehensive 
plan*® for improving or developing a 
waterway [i.e., the Cowlitz river] 


for the use or benefit of inter- 
state or foreign commerce, for the im- 
provement and utilization of water- 
power development, and for other 
beneficial public uses, including recre- 
ational purposes.”** Title 16 USCA 
§ 803 (a). 
We decline to interfere with the 
commission’s order. 





20 The Federal Power Commission deter- 
mined upon adequate evidence that the Lower 
Columbia River Fishery Plan is not incon- 
sistent with the Federal Power Commission’s 
plan for developing the Cowlitz river, since 
the license issued by the commission for the 
construction of the Cowlitz project requires 


the applicant city of Tacoma to provide fa- 
cilities for the protection of the fish which 
spawn in the Cowlitz river. 

21Cf. Finding No. 59 of the commission, 
quoted supra as No. 24 of the summarized 
findings. 





MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re Short Line of Massachusetts, Inc. 


D.P.U. 10606 


Re Charles Bargamian et al., Officers of North Providence 
Transportation Company, D.P.U. 10607 


November 16, 1953 


geen to determine why motor carrier certificate should 
not be revoked, and petition for approval of transfer of stock; 
show cause proceeding terminated and transfer of stock approved. 


Consolidation, merger, and sale, §9— Commission powers — Illegal transfer of 
motor carrier stock —- Ratification. 
1. The sale of motor carrier stock without department approval is void and 
may not be ratified, but where the contract of sale is executory, the transac- 
tion is not void and may be approved, p. 121. 


Certificates, § 143 — Transfer —Improved service — Motor buses. 
2. Authority to transfer motor bus operating rights was granted where the 
transferees were shown to be experienced and qualified operators and had 
agreed to replace present unsatisfactory facilities and where it was shown 
that the transferor had managed the company with a disregard for public 


interest, p. 122. 


APPEARANCES: Albert Lisker, for 
Lisker interests; George Ajootian, for 
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Charles Bargamian, et al.; Edward N. 
Gadsby, Counsel, for Department. 
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RE SHORT LINE OF MASSACHUSETTS 


By the DEPARTMENT: Short Line 
of Massachusetts, Inc., is a common 
carrier of passengers operating inter- 
state between Putnam, Connecticut, 
and Worcester, Massachusetts. .It has 
intrastate rights over this route be- 
tween Worcester and Oxford, Auburn 
and Webster. As such intrastate 
operator, it is subject to the provi- 
sions of Chap 159A of the General 
Laws. 

On March 13, 1953, this carrier filed 
certain tariffs containing schedules 
of increased rates of fare over its lines 
in Massachusetts. The operation of 
these schedules was suspended by or- 
der of the department and an investi- 
gation commenced in D.P.U. 10443 
as to their propriety. In the course 
of the hearings held in connection 
with such investigation, it appeared 
that the present operators of the cor- 
poration were not those who were in 
control at the time that the transfer to 
Short Line of Massachusetts, Inc. of 
its certificates of public convenience 
and necessity was approved by the 
department. See Re Short Line, Inc., 
D.P.U. 9657, Nov. 30, 1951. We 
authorized such transfer at that time 
with great reluctance and only because 
the Interstate Commerce Commission 
had exercised its own jurisdiction fa- 
vorably. We said that we did not 
like the situation, and our worst fears 
have most certainly been amply justi- 
fied. See Re Interstate Busses Corp. 
D.P.U. 10227, Dec. 23, 1953. 


In the evidence in D.P.U. 9657 
there appeared testimony that all of 
the capital stock of Short Line of 
Massachusetts, Inc., to whom it was 
proposed to transfer certain of the cer- 
tificates theretofore held by The Short 
Line, Inc., was then held by three in- 
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dividuals, Demaris, Ryan, and Chase. 
At the hearing in D.P.U. 10443, it 
appeared that one Charles Bargamian 
then had some claim to such securities. 
Under section 7A of G.L., Chap. 
159A, as amended by Chap 449 of 
the Acts and Resolves of 1949, it is 
provided that no such acquisition may 
be effected without the consent of the 
department. Such consent had not 
been obtained. Any transfer sought to 
be accomplished without our con- 
sent is void. Re G. R. Fischer Co. 
(1950) D.P.U. 8823, 85 PUR NS 
84. It was also clear that the service 
being rendered under these certificates 
had deteriorated to the point where 
the public interest was adversely af- 
fected, and that Demaris, the original 
principal in Short Line of Mass., Inc., 
apparently had little or no interest in 
the welfare of the citizens of Massa- 
chusetts being served under these cer- 
tificates. 

Upon being apprised of this situa- 
tion, the department opened proceed- 
ings in D.P.U. 10606, looking to the 
revocation of the operating right of 
The Short Line of Massachusetts, 
Inc. At the same time, Charles 
Bargamian filed an application for 
the consent of the department to the 
acquisition by him of this stock. The 
two matters were consolidated and 
public hearings were held on a joint 
record in Boston on July 28 and 
November 4, 1953. Prior to the re- 
opened hearing in November, the car- 
rier requested permission to withdraw 
its application for increased fares, 
which was granted, and an order was 
entered closing the department’s in- 
vestigation in D.P.U. 10443. 


[1] It now appears that Demaris, 
Ryan, and Chase have assigned their 
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stock certificates in blank and that 
they have been delivered to Bargamian 
and his associates. In the absence of 
the statutory provisions we have re- 
ferred to, this would be enough to vest 
title to the stock in the transferees. 
See G.L., Chap 155, §24. However, 
the evidence is, and we so find, that 
the contract of sale of these securities 
is still executory, as distinguished from 
the situation presented in the Fischer 
Case, D.P.U. 8823, supra, and we are 
not prevented from approving of the 
proposed transfer under the cases to 
which we there referred and which 
hold that a void transaction of this 
nature cannot be ratified. 

It further appears that Bargamian 
and his associates are experienced and 
qualified operators. They have agreed, 
upon approval of the proposed acqui- 
sition, to acquire additional equipment 
for use in their intrastate operations 


which will displace some of the present 


unsatisfactory facilities and there 
should result a distinct improvement 
in service. Our inspectors are being 
instructed to see that such new equip- 
ment is placed in service, and that the 
public is given adequate service by the 
new management. 

[2] There is no doubt but that this 
corporation’s affairs have heretofore 
been managed with a _ high-handed 


disregard for the public interest in- 
volved. The evidence is clear that its 
operating property was transferred 
willy-nilly, that preposterous rentals 
were charged for equipment rented 
from affiliated interests, that no ade- 
quate books were kept and that, were 
we not satisfied that the proposed new 
management is of a different stamp 
and has no affiliation with the past op- 
erators, we would be perfectly justified 
in rescinding these operating rights 
without further ado. Under the cir- 
cumstances, however, we believe that 
the public interest will best be served 
if we permit Bargamian to show 
whether he can operate satisfactorily, 
at least for a reasonable probationary 
period. 

For the foregoing reasons, after due 
notice, a public hearing and investiga- 
tion, it is hereby 

Ordered: That the transfer and 
sale of 166% shares of the capital 
stock of The Short Line of Massachu- 
setts, Inc., to Charles Bargamian (75 
shares), John Bargamian (75 shares), 
and Margaret Bargamian (163 
shares) is hereby approved; and it is 
further 

Ordered: That the investigation 
by the department on its own motion 
in D.P.U. 10606 be and the same 
hereby is terminated and closed. 








ZIMMERMAN v. STRASBURG 


PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Samuel C. Zimmerman et al. 


Borough ot Strasburg 


Complaint Docket No. 15883 
October 13, 1953 


ieee to require municipal water plant to furnish service 
outside of municipal limits; service ordered. 


Service, § 126 — Municipal plant — Duty to serve — Extraterritorial service. 


A municipal plant may refuse to accept customers beyond territorial limits 
or along the line of its service main, but it may not serve some and refuse 


others. 


By the Commission: By this pro- 
ceeding, complainants, Samuel C. and 
Blanche Zimmerman, seek to require 
respondent, borough of Strasburg, to 
make water service available at their 
property located along state highway 
route No. 896, approximately seven- 
tenths of a mile east of the borough 
of Strasburg, in Strasburg township, 
Lancaster county. 

The borough of Strasburg owns 
and operates a water supply system 
and has a water main, leading from 
its source of water supply to the bor- 
ough distribution lines, which is in- 
stalled along state highway route No. 
896. The main passes in front of the 
complainants’ property, situated across 
the highway from the water main, and 
the only necessary construction is the 
installation of a service line from the 
main to complainants’ property. 

Complainants made written applica- 
tion to the borough for water service 
on August 28, 1952, and no action 
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was taken on the application. The in- 
stant complaint was filed with the com- 
mission on March 5, 1953. Hearing 
on the matter was held in Lancaster 
on June 2, 1953. 

Complainant testified that approxi- 
mately twenty-five consumers, all lo- 
cated in Strasburg township, now re- 
ceive service from the borough’s water 
main along state highway route No. 
896, from which he desires to obtain 
service. These consumers are situ- 
ated both east and west of his prop- 
erty. 

Respondent’s answer to the com- 
plaint rests entirely on the supposition 
that the borough’s water supply is not 
sufficient to furnish service to addi- 
tional consumers residing beyond the 
borough limits. It did not, however, 
submit any testimony to substantiate 
its position, merely stating that an en- 
gineering survey was being made by a 
firm of engineers to determine the suf- 
ficiency of the water supply available 
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to furnish service to its present con- 
sumers. 

Respondent’s witnesses stated that 
the survey was begun in the latter part 
of 1952, but no report of the results 
obtained by the survey had been sub- 
mitted to June 2, 1953, the date of the 
hearing. The hearing record was ter- 
minated with a request from the bor- 
ough to have the record held open for 
a period of ninety days pending re- 
ceipt of the water survey report. The 
90-day period elapsed September 1, 
1953, and no report as to the results 
attained by the survey has been re- 
ceived by the commission. 

Controlling in this case are certain 
sections of the Public Utility Law of 
1937, P.L. 1053, as amended. 

Article IV, § 401, of the law pro- 
vides that Any public utility 
service being furnished or rendered by 
a municipal corporation beyond its 
corporate limits shall be subject to reg- 
ulation and control by the commission 
as to service and extensions, with the 
same force and in like manner as if 
such service were rendered by a public 
utility. 

Article IV, § 402: No public util- 
ity shall, as to service, make or grant 
any unreasonable preference or advan- 
tage to any person, corporation, or 
municipal corporation, or subject any 
person, corporation, or municipal cor- 
poration to any unreasonable prejudice 
or disadvantage. No public utility 
shall establish or maintain any unrea- 


sonable difference as to service, either 
as between localities or as between 
classes of service, but nothing herein 
contained shall be deemed to prohibit 
the establishment of reasonable classi- 
fications of service. 

The rights and powers of the com- 
mission in this proceeding are sub- 
stantiated in a decision of the Pennsyl- 
vania supreme court in Reigle v. Smith 
(1926) 287 Pa 30, 35, 134 Atl 380, 
which stated: “. the borough 
could refuse to accept any customers 
beyond its limits, or along the line of 
its service main, but so long as the 
privilege is granted to some, it cannot 
refuse to others.” 

From the foregoing it is clear that 
the commission has jurisdiction in the 
instant complaint, and any policy 
adopted by council of the borough of 
Strasburg denying any further connec- 
tions to its water main beyond the 
borough limits, including water service 
to the complainants, Samuel C. and 
Blanche Zimmerman, cannot super- 
sede the jurisdiction of this commis- 
sion; therefore, 


It is ordered: 

1. That the complaint be and is 
hereby sustained. 

2. That borough of Strasburg make 
its water service available, at its sole 
cost and expense, to the complainants, 
Samuel C. and Blanche Zimmerman, 
within thirty days of service of this 
order. 
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RE RAILWAY EXPRESS AGENCY 


SOUTH DAKOTA PUBLIC UTILITIES COMMISSION 


Re Railway Express Agency, Incorporated 


F-2390 
October 12, 1953 


P ETITION by express agency for increase in intrastate freight 
rates to conform with interstate increases; granied. 


Rates, § 370 — Express — Equalization of state and interstate rates. 
1. Authority to increase intrastate express rates to the same extent that 
interstate rates had been increased was granted where the maintenance of 
the higher interstate rates would have resulted in unjust prejudice and dis- 
crimination against interstate shippers and undue advantage and preferential 
treatment for intrastate shippers, p. 125. 


Rates, § 649 — Formal hearing — Verified statements in lieu of. 
2. Authority to increase intrastate express rates to the same extent that 
interstate rates had been increased was granted after an express agency had 
submitted verified statements and exhibits in lieu of a formal hearing, with 
the understanding that the increases were permissive and not mandatory 
and subject to complaint and further hearing if meritorious reasons were 
advanced by interested shippers, p. 125. 


By the ComMISSsION : 

[1,2] A petition was filed by the 
Railway Express Agency, Incorporat- 
ed, on August 10, 1953, asking for the 
same increases on South Dakota intra- 
state traffic as was granted by the In- 
terstate Commerce Commission on 
July 20, 1953, in the Ex Parte 185 
proceedings on interstate traffic, which 
increases became effective August 20, 
1953. A protest was made to this 
commission against the granting of 
these increases without a hearing and 
a hearing was set for September 29, 
1953. This objection was withdrawn, 
however, and in that a formal hearing 
appeared to be unnecessary the appli- 
cant, Railway Express Agency, Incor- 
porated, was notified that verified 
statements and exhibits in connection 
with the application would be accept- 
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able, in lieu of the personal appearances 
of witnesses on the date set, September 
29, 1953. At that time verified ex- 
hibits and affidavits were received and 
made a part of the record, together 
with the transcript of the record made 
before the Interstate Commerce Com- 
mission in the companion case. No 
persons appeared in opposition to the 
application and a copy of the transcript 
was mailed to the applicant on October 
2, 1953. The record shows and we 
find that the maintenance of higher 
interstate rates would result in unjust 
prejudice and discrimination against 
interstate shippers and undue advan- 
tage and preferential treatment for in- 
trastate shippers. Exhibit 3 cited 
typical examples. Increases were 
shown in wages since the iast rate in- 
crease authorized. Other operating 
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costs, it was indicated, increased ac- 
cordingly. The record further points 
out that the express shipments are not 
paying their fair share of the cost of 
passenger train operation, and because 
of the heavy passenger deficit, freight 
rates are increased about 7 per cent, 
which means that farmers and all oth- 
er shippers pay 7 per cent additional 
freight charges in order to make up 
the passenger deficit. It was stated 
that the intrastate revenue in the state 
of South Dakota for the year ending 
June 30, 1953, was $75,545.27 and the 
additional revenue under the proposed 
increase in rates on the same traffic 
would amount to $11,873.39 for that 
same period. 

This commission has since January, 
1948, authorized seven increases in 
the Railway Express Agency, Incorpo- 
rated, rates as shown below: 


Report and Order 


The Interstate Commerce Commis- 
sion, in their decision in the Ex Parte 
185 increase, decided July 20, 1953, 
stated : 

“The basis approved herein will give 
the agency and the railroads a reason- 
able opportunity to recoup their out- 
of-pocket costs from this service, and, 
in addition, obtain therefrom a reason- 
able contribution to their indirect 
costs and return on investment. will 
enable them to render adequate serv- 
ice to more shippers and receivers, 
treating them all alike for a given haul, 
in so far as the increases are concerned, 
avoid an unjust burden on the rail- 
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roads’ freight operations, and enhance 
the morale of petitioners’ employees 
by encouraging the maintenance and 
possible expansion rather than a con- 
traction of its present operations. 

“Certainly such a basis is worthy of 
a trial in the public interest before rec- 
onciling ourselves to a shrinkage in 
the express operations practically to 
the level of 1951, when the express and 
passenger train deficits were the largest 
in history. The choice is between a 
drastic increase in rates and charges 
which will jeopardize all the progress 
the agency has made in recent months 
or a moderate increase which will give 
reasonable assurance that progress 
will be continued. The quality of pe- 
titioner’s service has considerably im- 
proved since we last looked into the 
matter, but there is still much to be 
done, and it will be expected to contin- 
ue its efforts in that regard in connec- 
tion with the increases approved here- 
in.” 

The Ex Parte 185 increases have 
become effective on intrastate traffic 
in twenty-six states and will become 
effective in one additional state in No- 
vember. These states include Iowa, 
Wisconsin, and Wyoming. The rates 
were published on North Dakota in- 
trastate effective September 8th, but 
were suspended for ninety days until 
December 7, 1953, by the North Da- 
kota commission. 


This commission will authorize the 
filing and publication of tariffs re- 
flecting the same increases on South 
Dakota intrastate traffic as was au- 
thorized by the Interstate Commerce 
Commission on interstate traffic, with 
the understanding that the increases 
herein authorized are permissive and 
not mandatory ones, and are subject 
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RE RAILWAY EXPRESS AGENCY 


tation costs, this commission hopes 
that freight rates might, ultimately, be 
reduced. 

Let an order be issued accordingly. 


to complaint and further hearing if 
meritorious reasons are advanced by 
interested shippers. In authorizing 
increased rates to cover the Express 
Agency’s larger share of the transpor- 





LOUISIANA PUBLIC SERVICE COMMISSION 


Ex Parte LaPlace Gas & Fuel 
Company, Inc. 


No. 6363, Order No. 6352 
September 16, 1953 


PPLICATION for authority to increase natural gas rates to 
L \ cover increases in wholesale rates; denied. 


Expenses, § 96 — Officers’ salaries — Future salaries. 
1. Officers’ salaries that are not actually accrued or paid and reflected as 
such on a utility’s books are not deductible expenses for rate-making pur- 
poses, p. 128. 

Expenses, § 73 — Replacement costs — Speculative increases. 
2. Speculative higher future replacement costs of retired property are not 
deductible expenses for rate-making purposes, p. 128. 


Return, § 101 — Natural gas company. 
3. A natural gas company was denied a rate increase to cover a possible 
increase in the cost of its natural gas supply where, after the increase in the 
wholesale rate, existing rates would yield an annual return of approximately 
6 per cent, p. 128. 


¥ 


By the Commission: In this pro- Inc., is a corporation engaged in the 


ceeding, LaPlace Gas and Fuel Com- 
pany, Inc., seeks the authority of this 
commission to increase its rates for 
natural gas in the amount of 4 cents 
per thousand cubic feet in the event 
that this commission grants authority 
to United Gas Pipe Line Company to 
increase its charges by a like amount 
for gas sold to the applicant herein 
for resale. 

LaPlace Gas and Fuel Company, 
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distribution and sale of natural gas to 
consumers in the town of LaPlace, 
Louisiana, and as such is a public 
utility subject to the jurisdiction of 
this commission. 

This matter was heard at a regular 
session of the commission held at 
Baton Rouge, Louisiana on September 
10, 1953. 

The applicant presented no doc- 
umentary evidence, but based its case 
1 PUR 3d 
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on the findings of the commission’s 
accounting staff. A verbal plea was 
made, however, by the company’s wit- 
ness A. J. Brady who asked the com- 
mission to take into consideration the 
nominal salaries that are paid to the 
officers of the company. He also 
asked that the commission recognize 
the higher replacement cost of plant 
items. 

The commission staff presented an 
exhibit showing the results of opera- 
tions for the calendar year 1953 which 
included estimated revenues and ex- 
penses for the last six months of that 
year. This exhibit indicated that at 
the present cost of gas to the applicant, 
the net operating revenues are consid- 
erably in excess of 6 per cent on the 
net rate base. The exhibit also shows 


what the results would be had the 
purchased gas been priced at the rate 
proposed by United Gas Pipe Line 
Company in Docket No. 6313 (Sept. 


16, 1953), namely, 17 cents per Mcf. 
This indicated that the net return 
would have been 5.97 per cent or less 
than $100 under a return of 6 per 
cent. And inasmuch as the last six 
months of the test year were estimated, 
it is quite likely that this slight de- 


ficiency will disappear in the actual 
experience. 

[1-3] After having considered the 
foregoing facts, it is the opinion of 
this commission and the commission 
finds that: 

(1) Expenses that are not actually 
incurred by a utility should not be 
recognized as deductible expenses for 
rate-making purposes. This applies 
not only to salaries of officers that 
are not actually accrued and/or paid 
and reflected as such on the books, but 
also to speculative higher future re- 
placement costs of retired property. 

(2) The company will earn a return 
of approximately 6 per cent per annum 
on the basis of the present level of 
earnings after taking into considera- 
tion an additional cost of purchased 
gas at 4 cents per Mcf. It is accord- 
ingly 

Ordered, that the petition of La- 
Place Gas and Fuel Company, Inc., for 
an increase in rates for natural gas in 
LaPlace, Louisiana, contingent upon 
an increase of 4 cents per Mcf for gas 
sold by United Gas Pipe Line Com- 
pany to the applicant herein be and 
it hereby is denied. 
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DELTA-STAR 


INDOOR 
SWITCHING 
EQUIPMENT 


Combines Economy 


and Service 


The complete line of Delta-Star Indoor 
Switching Equipment has been proven 
by wide-spread acceptance and use 
through years of service. Exclusive 
features of design reduce overall cost by 
reducing installation time and keeping 
maintenance expenditures at an 
absolute minimum. 


Construction is simple and sturdy. 

High pressure silvered contacts prevent 
oxidation and reduce current loss. These 
switches comply with all NEMA 
standard ratings and will carry full rated 
loads continuously without undue 
heating. Engineered and built throughout 
to Delta-Star exacting standards for 

long and efficient life. 


7.5 kv to 34.5 kv 400 amp. to 500 amp., Hook or Group Operated 


WHEN YOU WANT THE BEST IN HIGH VOLTAGE SWITCHES, SPECIFY DELTA-STAR 





H. K. PORTER COMPANY, INC. 


OF PITTSBURGH 


2437 FULTON STREET, CHICAGO 12, 


DISTRICT OFFICES IN PRINCIPAL CITIES 


ILLINOIS 


R com " 
Prrrsave® 
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NEW DODGE “JOB-RATED” TRUCKS OFFER . .. 


A better deal for the ma 
at the wheel 


A better deal in comfort, visibility! More vision area 
than in any other leading make. New easy-chair seats 
with most hiproom. New cab sealing against dust, 
drafts. New two-tone interior styling. 


SRe 


A better deal in power from famous 6’s and the most 
powerful V-8’s of all leading trucks. V-8’s with efficient 
hemispherical combustion chambers are available in 
1\4-, 2-, 214-ton, standard on 234-, 3-, 314-ton. 


New Dodge ‘Job-Rated’” trucks 
are designed to save the driver 
time and effort—to give the man 
at the wheel ‘‘a better deal” and 
make him more efficient. Dodge 
trucks offer a better deal for the 
man who pays the bills, too. They’re 
priced with the very lowest; and 


their low operating costs can 
save the owner hundreds of dollars 
during their long lifetime of service. 


So, for a better deal on a new 
truck, see your friendly Dodge 
dealer. He knows trucks, and he’s the 
kind of a man you can rely on com- 
pletely. See or phone him today. 


A better deal in loading height with pick-up : 
panel floors less than 2 feet from the ground ... kn 
high for loading ease. Lower running boards for e: 
entry. Lower hood for greater visibility. 


A better deal in handling ease! New steering sy 
keeps Dodge ahead of the field with the shay 
turning of any comparable trucks. New power st 
ing available in 4-ton models. 


See “Break The Bank” with 5 
Parks on TV (ABC, Sundays) ° 
“Make Room For Daddy” with D 
Thomas on TV (ABC, Tuesdoy 
Hear “The Roy Rogers Show’ 
radio (NBC, Thursdays) « Enler 
Dodge 40th Anniversary All-Am 
Contest. See your dealer. 





SEE YOUR FRIENDLY DODGE DEALER 


WEW DODGE 4ob-Kated’ TRUCKY 
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Industrial Progress 


Georgia Power to Spend 
$34,000,000 in 1954 


HE Georgia Power Company will 
vest more than $34,000,000 in new 
pnerating, transmission and distribu- 
on facilities in 1954, Harllee Branch, 
, president, announced recently. 
Of the $34,000,000, nearly $13,- 
10,000 will be spent on power plants. 
ost of this amount will go towards 
he completion of the first two 100,000 
slowatt + steam-electric generating 
nits at Plant Hammond on the Coosa 
ver near Rome and for further work 
na third unit of the same size. 
A part of the money appropriated 
pr generating facilities will be spent 
engineering for two additional 
rdroelectric units of 5,000 kilowatts 
bch to be installed at the company’s 
oat Rock plant on the Chattahoochee 
ver above Columbus. The two units 
ill increase the capacity of this plant 


ested by the company in new trans- 
ion lines and_ substations to 
rengthen and expand the company’s 
ErVice. 
Major transmission substations to 
constructed by the company during 
954 will be located at Toccoa, Stevens 
reek near Augusta, Sandersville, 
Albany and LaGrange. 
Nearly $14,000,000 has been al- 


wapcated by the company for the expan- 


ion and improvement of the electrical 
istribution system. This includes ad- 
itions and improvements to the facili- 
es now in use as well as lines and 
bstations to serve new customers. 


lnaugurate AGA Commercial 
Water Heater Sales Campaign 
OT water for dishwashing and 
Anitary purposes in large-volume 
eeding establishments will be pro- 
oted in the 1954 Commercial Water 


@eecater Sales Campaign sponsored 


RUARY 18, 


rom February through April by the 


Industrial and Commercial Gas Sec- 
tion of the American Gas Association. 

“Plenty of Hot Water Pays—All 
Ways!” is the theme of this drive, 
which is the first of its kind sponsored 
through the Commercial Cooking Bu- 
reau of AGA. Thus far more than 
30 gas utility members in 20 states 
and Canada are participating. They 
are concentrating their sales efforts 
on all restaurants and the feeding 
operations in hotels, institutions, fac- 
tories and other business organiza- 
tions which utilize hot water. 

Improvement and modernization of 
dishwashing facilities in many hotels 
and restaurants through this cam- 
paign will be sought by codrdinatin« 
sales efforts of gas companies, gas 
water heater manufacturers and all 
dealers to place economical and effi- 
cient gas water heating equipment 
where it is most needed. 

Further information and promo- 
tional material are available from the 
Association, 420 Lexington avenue, 


New York 17, N. Y. 


Westinghouse to Build Two Most 
Powerful Transformers 


THE world’s two most powerful 
transformers, each capable of handling 
the electric power needed by a city the 
size of Baltimore, Md., will be built 
by the Westinghouse Electric Cor- 
poration for The Detroit Edison Com- 
pany, it was announced recently. 

Frank L. Snyder, vice president in 
charge of the Westinghouse Trans- 
former Division in Sharon, Pa., said 
that the two units will be rated at 315,- 
000 kva each, the equivalent of 420,- 
000 horsepower. They will be installed 
at The Detroit Edison’s new River 
Rouge Power Plant. Each transform- 
er will boost the power output of a 
generator from 17,300 volts to 129,- 
000 volts so that it can be distributed 
economically to distant points. 

The most powerful transformers 
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previously built were four 190,000- 
kva units which Westinghouse built 
for The Detroit Edison’s St. Clair 
Station, the first two of which were 
placed in operation during 1953. 


Texas Gas Plans Pipeline, 
Compressor Additions 
TEXAS Gas Transmission Corpora- 
tion, of Owensboro, Kentucky, has 
filed an application with the Federal 
Power Commission asking approval 
of plans for a $1,596,000 construction 

program in Louisiana. 

The application seeks authority for 
constructing 24 miles of 16-inch 
natural gas transmission pipeline in 
the South Louisiana gas fields, instal- 
lation of an additional 2,000 horse- 
power compressor unit at the com- 
pany’s Bastrop, Louisiana, com- 
pressor station, and erection of a 
purchase meter station in South 
Louisiana. 


Booklet Shows Latest Cottrell 
Precipitator Advancements 


OPERATORS contemplating the in- 
stallation of equipment for recovering 
dusts, fly ash, fumes, mists, fogs or 
other similar suspensions in stack or 
process gases will find much valuable 
data in the new 40 page booklet re- 
cently issued by Western Precipita- 
tion Corporation. 

This new booklet summarizes the 
latest advancements in Cottrell Pre- 
cipitator equipment, outlines various 
types of electrode designs, shell con- 
structions, electronic and mechanical 


(Continued on page 28) 





METER SEALER — WIRE SNIPPER | 
e@ Combination sealer and snipper £y peel 
with powerful leverage. Sturdy \ 

steel, yet light weight. Complete 

with flat lettered dies — $6, 

(Slotted or recessed dies — 

75¢ additional.) 

Write for FREE Catalog. 


A. C. GIBSON CO., INC. gurrato's, N 
27 








Digs 4 to 5 Jobs Every Day 


Hattendorf-Bliss meet heavy daily schedules of scattered 


jobs—regardless of soil and weather conditions— 


because their Clevelands dig them om time, every time. 


Each extension crew of Hattendorf- 
Bliss, Inc., Cleveland, Ohio contrac- 
tors, completes 4 or 5 jobs every 
day—trench dug, pipe laid, trench 
filled, job cleaned up. The jobs 
average 250-300 feet each, for 4, 
6 and 8 inch pipe and require 
10-15 miles of traveling through 
big-city traffic. 


Hattendorf-Bliss have standardized 
on Clevelands for over 20 years. 
Currently the firm is working 9 
Cleveland trenchers and backfillers 
for many types of trench work. In 
one 10-hour day, a Hattendorf- 
Bliss crew with one Cleveland 
trencher completed 11,000 feet— 


Get the Full Story on Clevelands from Your Local Distributor 
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ROT, 
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x ST 
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over 2 miles—of trench 19” wide 
and 30” deep for a 4” pipeline, in- 
cluding the crossing of a 20’ stream. 


“We go with Clevelands,” say 
Hattendorf-Bliss, “because we 
know from experience they'll do 
every job we schedule them for. 
They stand hard usage and they’re 
fast. Their full-crawler mounting 
and low bearing pressure protect 
lawns and sidewalks—we practi- 
cally never have a damage claim. 
And because they’re compact and 
easy to transport, we can really 
cover the distance between jobs 
with safety at good speeds.” 


‘CLEVELAND TRENCHER CO. 


DY SF OMCCr OF 


‘Modern Trencher” 









INDUSTRIAL PROGRESS 
(Continued) 


rectifier systems, and also gives hej 
ful information on combination pj 
chanical-electrical recovery systey 
(CMP Units) which have recenj 
brought new savings to recovery y 
plications. ; 

A free copy of this booklet can} 
obtained by writing to the head offy 
of Western Precipitation Corporati 
1016 West Ninth street, Los Angel 
California. 


Utah Power Plans to Spend 
$25,000,000 in 1954 


UTAH Power & Light Company 
its subsidiary, Western Colora 
Power Company, will spend more th, 
$25,000,000 for construction and ef 
pansion in 1954. 

The budget for the work runs neg 
ly $11,000,000 over the $14,500,0 
spent for new construction in 195 
Company officials said $23,500) 
would be spent this year by Ut 
Power & Light in Utah and Souther 
Idaho, and another $1,700,000 will} 
spent on Western Colorado Powe 

Of the amount budgeted for Ut 
Power, $15,600,000 will be spent c 
new power production facilities. Som 
of these funds will go for completio 
of the 66,000-kilowatt steam electri 
plant at Castlegate, Carbon count 
Utah. 


C&P Tel. Plans $565,970 
Expansion 

THE Chesapeake and Potomac Tel \ 
phone Company plans to spend a tot 
of $565,970 for improvement and ay 
pansion of telephone service in Vi 
ginia, including communities in tm\ 
Richmond area. 

The announcement was made tt 
cently by J. Rhodes Mitchell, vie 
president of the company. 







































Multi-Purpose Electrical Cable 
Announced by Rome Cable 


A NEW low-cost, versatile cable fo 
branch and feeder circuits on far § 
in industry, and in homes, 1s at 
nounced by the Rome Cable Corpor 
tion, of Rome, New York. 

This new cable, known as Romi 
FlexAll, is designed especially f 
underground feeder service, and f 
installation in locations where dam 
ness or corrosive action are ¢ 
countered. It is available in singi 
two, and three conductor constructid 

Additional information on the ne 
Rome FlexAll cable may be obtaine@ 
by writing to the Rome Cable Correct 
poration, Rome, New York. Ask fo ess 
Bulletin RF-1. 

(Continued on page 30) put 
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... Your space requirements for serving these customers 

and 3 your property must keep pace with sill 
the increase in the generating capacity 

of your system. a 
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nac Tel on First they make a space requirement sur- 
- a - vey based on present operations. This in- 
» in a formation is projected to predict space 






s in O HELP maintain efficient requirements for service and maintenance 
service, utility companies in terms of future growth. Knowing these 
can turn to Ebasco for help in getting the _—_ facts will help make your plans more suc- 
full facts about the space they need to _ cessful and maintain your service stand- 


keep their operations in balance as gener- | 2rds as your business increases. Initial 
ating capacity is installed. consultation with Ebasco is without cost. 

or obligation. Write for ““The Inside Story. 
Because Ebasco’s Space Planning Division of Outside Help,” describing the Ebasco 
has had long experience with this problem, _ services available to you. Dept. W, Ebasco 
they can save you time and money in find- _ Services Incorporated, Two Rector Street, 
ing the solution that is best for you. New York 6, N. Y. 
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CUT HIGH LINE 
OPERATION COSTS 


In Rugged, Hard-To-Reach Areas 


Many power companies operating in rugged regions 
are finding they can noticeably reduce their high line 
servicing costs by equipping their Jeeps with KOENIG 
All-Steel Cabs. 


This ruggedly braced KOENIG Cab is of all-steel, weld- 
ed construction. Special top reinforcing will easily sup- 
port a platform to hold an average weight man and 
instruments for survey or repair work in hard to reach 
regions. 


All KOENIG Cabs are insulated with air-spaced panel 
board top lining for greater all-weather comfort. 


The KING Model R-100-J Front-Mount Winch Assem- 
bly on your utility Jeep helps get you in and out of 
otherwise inaccessible places, too, for fast emergency 
line service. Immediate delivery on cabs and winch as- 
semblies from most Willys-Overland outlets. 


Hundreds of KING Front-Mount Winch Assemblies are 
in service on 14-212 ton public utility trucks engaged 
.in cable stringing, setting equipment, and emergency 
repairing in rugged regions. Standard “‘factory-fit” in- 
stallations for all popular trucks. 


WRITE TODAY FOR FULL INFORMATION ON 
ALL-STEEL JEEP CAB AND WINCH 
ASSEMBLY 


of / Phone CHarter 6039 


2214 Washington Avenue ® Houston 10, Texas 





INDUSTRIAL PROGRESS 
(Continued) 


Arizona Public Service Plans Record 
Expansion This Year 


ARIZONA Public Service Company plans a $25,5() 
000 expansion program this year, the largest it jy 
ever undertaken. 

The company operates in 10 of the state’s 14 count 
and had 250,000 electricity, gas, and water custome 
in 1953. An expenditure of $20,800,000 is earmark 
for the company’s electrical system, $2,100,000 for g, 
facilities and $1,500,000 for water properties. 

The largest single item is $11,400,000 to contin 
construction of the firm’s Saguaro power plant ng 
Red Rock, Arizona. 

The company plans to spend $6,500,000 on improvir 
the electrical distribution system in its 37,000-squar 
mile area. 

Henry B. Sargent, president, said the company a 
pects to add 16,000 new customers in 1954. 


Cleveland Trencher Announces Model 190 
Heavy-duty Backfiller 


ANNOUNCEMENT of a one-man-operated, fi 
moving, big-capacity backfiller for pipelines and hear 
construction work has been made by The Clevelan 
Trencher Company, Cleveland, Ohio. 

According to the announcement, the new machin 
the Cleveland Model 190, is a fast, highly efficient bad 
filler under all types of project conditions and is esp 
cially effective under the more rugged and difficult ca 
ditions—in mud, sand and rocky soil, in swamps a 
hilly terrain. Employing a big 7 ft. backfill board, th 
machine backfills as it travels, providing continuous 
eration under one-man control. 

The 190 utilizes the same basic, job-proved desi 
pioneered by The Cleveland Trencher Company : 
smaller sizes prior to World War II. 


New Quick Break Interrupter Device 
Developed by Delta-Star 


“A QUICK Break Interrupter Switch,” a new booki 
just released by Delta-Star Electric Division, describ 
the company’s new Type “QB” device in various pos. 
tions of operation on different types of air switche 
Enlarged views from a movie film, taken at 190 framq 
per second during a field test, clearly illustrate the m 
ture of the arc interruptions. Also shown are the rest 
of an ice test with the switch closed and opened. 

The booklet is concise and complete from Introdu 
tion to Summary, including a table of tentative inte 
rupting ratings for the Type “QB” air switch attat 
ments. 


For copies of the booklet write: Delta-Star Electr 4: 


Division, H. K. Porter Company, Inc., 2437 Fulto 
Street, Chicago 12, Illinois, Att: Literature Departmet 


Southwestern Pub. Serv. to Spend 
$23,400,000 in 1954 


SOUTHWESTERN Public Service Company, Am 
rillo, Texas, expects to spend about $23,400,000 dur 
the fiscal year ending on August 31. 

Included in the budget is $14,400,000 for new elect 
generating facilities and $8,600,000 for transmissi® 
and distribution facilities. 
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COMBINATION MECHANICAL COLLECTOR 
FOLLOWED BY COTTRELL PRECIPITATOR 
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gases in public utility operations 
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tails? 


is unique background of ex- 
merrience in the solution of fly 
h recovery problems is avail- 
le from our office nearest you. 
ay we give you more complete 


The control and recovery of fly ash from stack gases has always 
been a troublesome problem in public utility operations. With the develop- 
ment of the CMP unit by Western Precipitation Corporation, new economy 
and efficiency in the solution of fly ash problems are now possible. 


Almost a half century ago Western Precipitation 
oneered the first commercial application of the 
ow-famous Cottrell Electrical Precipitator to re- 
bver suspensions electrically, and this equipment 
still unsurpassed in its field. 
Subsequently, to provide efficient fly ash recovery 
br low cost installations, Western Precipitation also 
oneered the first small tube mechanical recovery 
it — the Multiclone Collector — and this unit 
omptly gained widespread recognition for the 
ew efficiencies it brought to mechanical recovery 
ocesses. 

Combination Multiclone-Precipitator Unit. From 
hese years of experience gained in both Cottrell 
d Multiclone installations, Western Precipitation 
cently offered another new development — the 
MP Unit — a unit that combines in one compact 
stallation many of the best features of both elec- 
ical and mechanical recovery methods. 

In a typical CMP Unit, the stack gases first pass 
bough a Multiclone section where the heavier 
aterials are removed mechanically. 

The partially-cleaned gases then pass through a 
ottrell section where the very small particles are 
moved electrically. 

This arrangement offers several advantages im- 
brtant to public utilities. Removing the heavier 
articles by the Multiclone process permits the 
Ik of the recovery operation to be perfornwu 














with relatively low-cost equipment. Using a Cottrell 
for the final clean-up insures unusually high re- 
covery efficiency — approaching theoretically per- 
fect, if desired. Thus, ‘the CMP combines high 
recovery efficiency with low total cost . . . and, as 
shown in the chart above, has the further advan- 
tage that the efficiency curve of the Multiclone 
portion complements that of the Cottrell portion 
— therefore the overall CMP efficiency remains 
practically uniform at all boiler loads. 



























At low boiler loads the recovery efficiency of 
the Cottrell is highest, while that of the Multi- 
clone reaches its maximum at high boiler loads. 
But, by combining the two types of equipment 
into a single CMP unit, the efficiency curve 
remains almost flat whether the boiler load is 
low or high. ‘ 


With CMP equipment, even small utility com- 
panies can now afford adequate fly ash recovery. 
However, it is important to remember that full 
benefit of the CMP principle can be obtained only 
by a proper balance between the mechanical and 
electrical sections to fit the individual requirements 
of each individual installation. And no organization 
is better equipped to provide this critical “know- 
how” than the organization that provides integrated 
responsibility for Cottrell, Multiclone and CMP 
methods... the Western Precipitation Corporation. 




























Western Precipitation Corporation 


DESIGNERS AND MANUFACTURERS OF EQUIPMENT FOR 
COLLECTION OF SUSPENDED MATERIALS FROM GASES & LIQUIDS 
Main Offices: 1064 WEST NINTH STREET, LOS ANGELES 15, CALIFORNIA 
Chrysler Bldg., New York 17 e 1 N. La Salle St. Bldg., Chicago 2 ¢ 1429 Peachtree St. N.E., Atlanta 
Hobart Blidg., San Francisco 4 e Precipitation Co. of Canada, Ltd., Dominion. Sq. Bldg., Montreal 







SEE HOW THIS 


KSHOP ON WHEEL 


SAVES TRIPS 
SAVES MONEY 








Wate me OES aes Wividirnse eID ae ere ts 


6 models with Service-Utility bodies. 77-inch body lengths for 115-inch wheel 
models, 89-inch lengths for 127-inch wheelbase models. GVW ratings, 4,200 to 6,50 


Here is one of the best ideas for reducing expenses available as optional equipment. With Servia 
that ever hit the service-trade and public utility fields Utility bodies you reduce mileage and wage ca 
... INTERNATIONAL Trucks with Service-Utility bodies. caused by job-to-shop trips for needed items. 


You save, first, with these advanced, efficient You save, third, because INTERNATIONAL eng 
trucks because they speed up work. They have big neering and design—the same as that which! 
capacity, locking compartments that provide space made INTERNATIONAL the heavy-duty sales leat 
for tools, parts, and equipment, with built-in trays, for 22 straight years—gives you long truck li 
shelves, and bins for orderly, convenient storage. lowest operating and maintenance costs. 


You save, second, because they take the work- It will pay you to check into the many advantag 
shop right to the job. Workmen have everything afforded by INTERNATIONAL Trucks with Servitt 
they need —right with them —on every service call. Utility bodies. Time payments arranged. Get full q 
Vise brackets, pipe supports and ladder racks are tails from your INTERNATIONAL Dealer or Branch. 


INTERNATIONAL HARVESTER COMPANY ¢ CHICAGO 


International Harvester Builds MCCORMICK® Farm Equipment and FARMALL® Tractors... Motor Trucks... Industrial Power... Refrigerators and Fre 
—» Get the News! Alex Dreier “Man on the Go,” daily NBC Radio, sponsored by INTERNATIONAL Truck Ded 


|] INTERNATIONAL TRUCKS 


“Standard of the Highway 





: Dlumbia Gas System 
delivers a modern miracle 
24 Hours-A-Day! 


© The Columbia Gas System 


CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Company, 
Virginia Gas Distribution Corporation, Virginia Gas Transmission Corporation, Big Marsh Oil Company, Central Kentucky 
Natural Gas Company; COLUMBUS GROUP: The Ohio Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers 
light and Heat Company, Binghamton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, 
The Keystone Gas Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 
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PIONEER SERVICE AND ENGINEERING CO. _ 
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FINANCIAL STRUCTURE | 
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Get our booklet— \ 
no obligation en ON cane 








If you can use... 


© Consulting Engineering and Power 
Plant Design Service... 
@ Financial Advisory Service ... - 
© Stock Transfer and Dividend “\ ” 
Disbursement Service... 4 a e ait (6 { 
hermano er , Pioneer Service & Engineering 
Service... 
® Insurance, Rate, Accounting and ° * 
Seis Eite... 231 South LaSalle Street - Chicago, Illin 
© Forecast, Load Study and Per- 
formance Analysis Service . . . 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 











Tue AMERICAN APPRAISAL Company 


ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE 8AN FRANCISCO 
and other principal cities 











CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 











BODDY, BENJAMIN AND WOODHOUSE, INC. 


CONSULTING ENGINEERS 
JAMES W. PARKER, SENIOR CONSULTANT 
Power Plant Design, Specification, and Construction Supervision 
Economic and Thermodynamic Studies, Technical Services and Reports 
28 WEST ADAMS AVENUE DETROIT 26, MICHIGAN 











DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 














Ford, Bacon & Davis 
Aeesees: Engineers err exses” 


NEW YORK e@ CHICAGO © LOS ANGELES 
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PROFESSIONAL DIRECTORY (continued) 





FOSTER ASSOCIATES 
CONSULTANTS TO PUBLIC UTILITIES AND COMMON CARRIERS 





FAIR RETURN RATE CASES MARKET ANALYSES 
RATE DESIGN COST ANALYSES FINANCIAL ANALYSES 





88 CHESTNUT STREET, RIDGEWOOD, N. J. 








GIBBS & HILL Ino. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 
NEW YORK — LOS ANGELES 
INDIANAPOLIS — SAN ANTONIO 











ENGINEERS ° CONSULTANTS ° CONSTRUCTORS 
READING, PA. 


@ WASHINGTON @ ROME 
FOUNDED 1906 © PHILADELPHIA @ MANILA 
e NEW YORK @ MEDELLIN 


GA GILBERT ASSOCIATES, INC. 








W. C. GILMAN & COMPANY 
CONSULTING ENGINEERS 


Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 
Transit and Traffic Surveys — Fare Studies 


$5 Liberty Street New York 5 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 Seeth LeSelle Street e CHICAGO e Telephone HArrisen 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 














CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


134 So. LaSalle Street Chicago 3, Illinois 








GUSTAV HIRSCH ORGANIZATION, INC. 


1347 West Sth Ave., Columbus (12) Ohio 
Telephone Kingswood 0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 











Mention the FortnicHtLy—I¢ identifies your inquiry 
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HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE e COLUMBUS, OHIO 











JENSEN, BOWEN & FARRELL 


NN ARBOR. MICHIGA 
APPRAISALS—INVESTIGATIONS DEPRECIATION STUDIES— 


for Rate Cases, Security Issues, Re tory and Socommy > uirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 





See huljian Coupovalion 


ENGINEERS a CONSTRUCTORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION e MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 











William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 


— Utility Management Consultants Specializing in REGULATORY 
WATER COST ANALYSIS “PROBLEMS 
for past 35 years 


Send fer brochure: The Velue ef Cost Anclysis te Manegement”’ 








N. A. LOUGEE & COMPANY 
Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








RATES TAXES 


SAFETY MIDDLE WEST FINANCE 
suDeEriNe SERVICE soveaisine 


PERSONNEL co ACCOUNTING 
ENGINEERING SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 














Pioneer Service --atgaaeaaaataast Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 








43! SOUTH LA SALLE STREET. 
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PROFESSIONAL DIRECTORY (continued) 










gel. 
y be Complete Services for Gas 
Industry's 4 e and Electric Utilities * Designing 
Partner é f J: F. Pritchard & Co. ¢ Engineering * Construction 
. « Alterations ¢ Expansions 
for Progress ; ENGINEERS © CONSTRUCTORS <Aadlniondon*herveds tan 








¢ Piping ¢ Equipment ¢ Steam 


Se 
or Diesel Power Plants 


) Dept. 415,210 W. 10th St., Kansas City 5, Mo. 





















THE RUST ENGINEERING CO. 


PITTSBURGH 19, PA.* BIRMINGHAM 3, ALA. 
Offices in Principle U.S. and Canadian Cities 
Power Plant Design and Construction 
Boiler Settings © Chimneys @ Equipment Erection 
Also sliding form work, refractory brick-work and insulation, soil compaction, other specialties. 














SANDERSON & PORTER 
ENGINEERS & 


AND 
CONSTRUCTORS 














Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 


Chicage 3, lil. 














The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 
NEW YORK 4, N. Y. 





80 BROAD STREET 











Whitman, Requardt and Associates 
Publishers of the 35-year-old 
DESIGN — CONSTRUCTION HANDY-WHITMAN INDEX 
for Public Utility 
REPORTS — VALUATIONS Construction Cost Trends 
Including Hydro-Electric Properties 
BALTIMORE 2, MARYLAND 





1304 ST. PAUL STREET 


Mention the FortNIGHTLY—It identifies your inquiry 
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Water, 






City 
121 SOUT 












ALBRIGHT & FRIEL ING. 


Cc. iting 4 gi 


ee and Industrial Wastes — 
Airfields, Refuse incinerators, Da 
Power Plants, Flood Control 
Industrial Building 
pussies, ae oo. Appraisals and Rates 





H BROAD ST. PHILADELPHIA 7 











LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RBATES 


79 East Adams Street Chicago 8, Illinois 











REGIST 











910 Electric Building 





EARL L. CARTER 


Consulting Engineer 
ERED IN INDIANA, NEW YORK, OHIO, 


PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility eee 2 = and 


Original Cost Stud 
Indianapolis Ind. 















LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatig St.. CHIcaco 














ENGI 


MAINTENANCE CONTRACTORS 


NEERS, CONSTRUCTION AND 


for the GAS INDUSTRY 


CONSOLIDATED 
GAS AND SERVICE CO. 


327 So. LaSalle St., Chicago 4, Ill. 














LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—-DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6. Mo. 




















GANNETT 





H 














FLEMING CORDDRY AND CARPENTER, INC 
ENGINEERS 


ARRISBURG, PENNSYLVANIA 


investigations—Reports—Appraisals 


Original Cost and Depreciation Studies 


Rate Analyses—insurance Surveys 








A. S. SCHULMAN ELEcTRIC Co. 
Electrical Contracting Engineers 


TRANSMISSION LINES—DISTRIBUTION—POWER 
STATION—INDUSTRIAL—COMMERCIAL 
INSTALLATIONS 


CHICAGO Los ANGBLES 

























FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuations — Depreciation 
Investigations and Reports 


122 SouTH MICHIGAN AVBNUB, CHICAGO 











SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 




















BOSTON 











JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


NEW YORK 











Representation in this Professional Directory 
may be obtained at very reasonble rates. 
Kindly address inquiries to: 
ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 


309 Munsey Building 
Washington 4, D. C. 





Mention the FortNIGHTLY—It identifies your inquiry 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 
*Abrams Aerial Survey Corporation 
Albright & Friel, Inc., Engineers 
Allis-Chalmers Manufacturing Company 
American Appraisal Company, The 
*American Perforator Company, The 
*Analysts Journal, The 
*A-P Controls Corporation 
Automatic Electric Company 


Babcock & Wilcox Company, The 

*Barber-Greene Company 

*Beaumont Birch Company 

*Bituminous Coal Institute 

Black & Veatch, Consulting Engineers 

*Blaw-Knox Company 

*Blyth & Company 

Boddy-Benjamin and Woodhouse, Inc. ............... 


Cc 


Carter, Earl L., Consulting Engineer 

Cleveland Trencher Co. 

Goumpse Sas System, thc. .......... 22000 ccccsseses 
Commonwealth Associates, Inc. ......... Inside Back Cover 
Commonwealth Services, Inc. .......... Inside Back Cover 
Consolidated Gas and Service Co. .............000- 39 


D 
Day & Zimmermann, Inc., Engineers 
Delta-Star Electric Division 
Dodge Division of Chrysler Corp. .............000005 


Ebasco Services Incorporated 
*Electric Storage Battery Company, The 


First Boston Corporation, The 

Ford, Bacon & Davis, Inc., Engineers 

Foster Associates 

*Friez Instrument Div. of Bendix Aviation Corp. 
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Gannett Fleming Corddry and Carpenter, Inc. ........ 
General Electric Company 

Gibbs & Hill, Inc., Consulting Engineers 

Gibson, A. C., Company, Inc. .............0.eeeeees 
Gilbert Associates, Inc., Engineers 

Gilman, W. C., & Company, Engineers 
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*Guaranty Trust Company of New York 


Haberly, Francis S., Consulting Engineer 

*Halsey, Stuart & Company, Inc. ..............000055 
Hart, Jay Samuel, Consulting Engineer 

Hill, Cyrus G., Engineers 

Hirsch, Gustav, Organization, Inc. .............-.0000- 
Hoosier Engineering Company 
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*International Business Machines Corporation 
International Harvester Company, Inc. .............. 
Irving Trust Company 
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Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, Engineers 
*Justrite Manufacturing Company 
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Kinnear Manufacturing Company, The 
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Kuljian Corporation, The 
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Laramore and Douglass, Inc., Engineers 

Leffler, William S., Engineers Associated 
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*Loftus, Peter F., Corporation 

Lougee, N. A., & Company, Engineers 

Lucas & Luick, Engineers 

Lutz & May, Consulting Engineers 


*Main, Chas. T., Inc., Engineers 
Martin Publications 
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*Petersen Engineering Company 
Pioneer Service & Engineering Company 
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A SOUND RATE STRUCTURE 
is the key to adequate earnings 


Basic economic analyses affecting pricing policy 

Analysis of factors influencing rate design 

Studies involving rate base, cost of money, rate of return 

Preparation and presentation of expert testimony in rate proceedings 
Cost of service analyses 


Continuing research and reports on economic, commercial 
and engineering developments affecting rates 


Rate audits 


Write for our booklet describing our services. 
Address: Commonwealth Services Inc., Department E, 


INVESTIGATIONS 20 Pine Street, New York 5, N. Y. 


REPORTS 
FINANCING 
ACOUNTING 
TAXES 
INSURANCE 
ese and mbna 
VALUATIONS COMMONWEALTH ASSOCIATES INC. 
ONSULTING & DESIGN ENGINEERING 
RATES ‘ : 
PURCHASING 20 Pine Sed. New York 5 NY 


INDUSTRIAL & PUBLIC RELATIONS 2 i ‘ae ; 
ADVERTISING | oS 4 fuckin Midgar Wistingl, DC 
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TRUCK OPERATING 
PROBLEMS GOT YOU 


GET FACTS from your White 
Representative about the amazing versa- 
tility... maneuverability . . . efficiency of 
this great, new White for aerial and 
tower work. Functional design and ideal 
weight distribution save time...do a 
better, more economical overhead job. 


IT’S TODAY ’S most modern line 
truck, too! Saves overall length yet per- 
mits full-size line truck with plenty of 
crew space... driving ease... safety 
- -- maneuverability. 


SEE how great a job it does 
with special equipment and riggings in 
utility service. Saves valuable minutes of 
time because it really maneuvers into 
position, even where going is roughest. 
More weight up front . . . wonderful 
visibility and safety. 


UTILITIES everywhere tell this same story of efficieacy a 
time-saving when they talk about the White 3000. 
It does more work...in less time...at substantial saving 
It’s right on the job because it’s tailored to the jb. 
Find out today, how the White 3000 can hep yo 
transportation efficiency now... and for years t cost 
See your White Representative. 


THE WHITE MOTOR COMP? NY 
Cleveland 1, Ohio 


For More Than 50 Years The 
Greatest Name In Trucks 





